











INTERIOR DEPARTMENT APPROPRIATIONS FOR 1953 


MONDAY, MAY 12, 1952 





Unirep STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room F-82, 
the Capitol, Hon. Carl Hayden (chairman of the subcommittee) pre- 
siding. 
Present: Senators Hayden and Ellender. 

















BUREAU OF INDIAN AFFAIRS 


Heauru, Epucation, AND WELFARE SERVICES 





STATEMENTS OF NORMAN LITTEL, COUNSEL FOR THE NAVAJO 
TRIBAL COUNCIL; SAM AHKEAH, CHAIRMAN, NAVAJO TRIBAL 
COUNCIL; MAURICE McCABE, NAVAJO TRIBAL TREASURER; AND 

FRANK BRADLEY, NAVAJO TRIBAL COUNCIL 


NAVAJO-HOPI REHABILITATION PROGRAM 


Senator Haypen. Mr. Ahkeah, do you want to speak first? Give 
your name to the reporter, please. 

Mr. Ankrau. My name is Sam Ahkeah, chairman of the Navajo 
Tribal Council. 

Mr. Chairman, gentlemen, I have a statement to read. 

Senator Haypen. Proceed. 

Mr. Aukean. It is. probably unnecessary to remind Congress and 
the American people of the fact that I, as chairman of the Navajo 
Tribal Council, am the leader to whom 70,000 or more underprivileged 
American citizens look for a way out of a terrible dilemma. I have 
publicized our problems many times in nearly 10 years of struggle 
to get for my people some of the opportunities and benefits our fellow 
citizens enjoy. I repeat myself today only because our needs seem 
to be forgotten. 

The States in which we live do not have the capital funds with 
which to undertake development - roads, schools, hospitals, irriga- 
tlon projects, and the like in the Navajo country. We ourselves do 
not have tribal funds in sufficient amount to tackle so huge an under- 
taking. In faet, the white communities in New Mexico and Arizona, 
as well as in other St: ites, must rely on Federal funds for many of 
the major constructions that benefit the white people. We, too, must 
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look to the Federal Government for help. There is no other possi- 
bility. 

If we were asking for luxuries, we would expect a deaf ear from 
Congress at a time when much of our national effort and income is 
being channeled into national defense. But we are not asking for 
luxuries. An elementary education for an American child is not a 
luxury. A reasonable health standard, with medical service, is to 
be found in any American community. An all-weather road system 
is a basic requirement all over modern America, and no adequate 
health and educational system can function effectively and efficiently 
in a roadless area. Civilization follows the highways of any nation. 


HOUSE ACTION ON BUDGET 


Schools, roads, and health facilities are three things we cannot co 
without. Where else, in America, do people do without them? They 
are basic. Last January President Truman asked Congress to give 
us $7,925,000 for schools in 1953: the House wants to cut ‘this to noth- 
ing. The President asked for $1,395,000 for health for 1953; the 
House wants this cut to nothing. Mr. Truman asked for $3,360,000 
for roads in 1953; the House wants to cut, this to $500,000. In addi- 
tion the President asked for $1,416,500 for reservation irrigation 
projects; the House wants to cut that to nothing. All in all, Mr. Trv- 
man asked for $20,394,200 for us in the 1953 budget because he knows 
we need it urgently; the House cut that figure to approximately 
$2,000,000: This is discouraging to us. Does this mean that Congress 
wants to abandon the long-range program ? 


RESTORATIONS REQUESTED 


There was not an item in the President’s budget request that we 
do not need urgently. We, therefore, ask that the House cut be restored 
in its entirety to give us the full $20,394,200 of long-range money 
requested. 

I would like now to call upon Mr. Bradley and Mr. Gorman at 
this point to amplify for the committee our requests in connection 
with schools, roads, and health facilities. 

Senator Haypen. You refer to the long-range program. That is 
the bill which passed both Houses of Congress and was approved by 
the President, which provided for some $88 million to be expended 
over a 10-year period ? 

Mr. AnxKean, Yes. 

Senator Haypen. How long ago was that bill passed ? 

Mr. AnxkeaH, In 1950. 

Senator Haypven. So that was 2 years ago? 

Mr. Aunxkean. Yes, sir. 

Senator Haypen. The last Congress did very little with regard to 
it. So this year the budget estimate is for a substantial start on it. 
The House has cut it back from $20 million to $2 million. That is 
the program you refer to. 

Mr. Anxkean. Yes. 

Senator Haypen. It is all authorized by law. 

Mr. Anxean. Yes. 
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Mr. Brapixy. Mr. Chairman, due to the fact that I do not have my 
glasses with me, I cannot read my statement. Mr. McCabe will read 
it for me. 

" Mr. McCase. I am treasurer of the Navajo Tribal Council. I am 
reading this for Mr. Frank Bradley. My topic is on education. _ 
Senator Haypen. Mr. Bradley is a member of the tribal council. 
Mr. McCase. That is right. 









AUTHORIZATION ACT 







On April 19, 1950, Congress passed an act authorizing appropria- 
tion of $88,570,000 over a 10-year period to be used in carrying out a 
long-range program of Navajo-Hopi rehabilitation. Prior to pas- 
sage of the legislation in reference a great deal of study was given to 
Navajo problems by Congress, by the Department of the Interior, and 
by the American public. The urgent need for a long-range program 
stood out clearly as a result of these studies, and Congress enacted the 
proposed rehabilitation program into law. 

This subsequently was passed by both Houses, as the chairman 
pointed out, in Public Law 474. 

The urgency of Navajo needs was not, and is not, a myth or an 
exaggeration. Within the context of American standards, it is as 
pressing as the problems of people in the so-called “backward areas” 
of the world who are receiving the financial and technical assistance 
they require at American expense under our point 4 program. We 
do not question the wisdom of helping those people the world over, but 
we want to emphasize the point that we have many of the same needs 
that those people have, iat in addition we are American citizens. If 
this fact does not give us a priority, it should at least not detract from 
our chances for prompt action. 




















SCHOOL FACILITIES 







We want the same opportunities that this Nation offers to all of its 
other citizens, one of which is basic to the enjoyment of all the other 
advantages of American citizenship. Werefertoeducation. We, the 
Navajo people, stand alone in this Nation as a large group of citizens 
without the basic opportunity to prepare ourselves for life and a place 
in society through even an elementary education. Nearly 15,000 of 
our children are growing up without even the ability to speak Eng- 
lish, the national language. It sounds incredible in the twentieth- 
century America, but it is nonetheless true. Of the approximately 
5,000 of our some 28,000 children of school age who are in school, 
nearly half are in institutions located hundreds of miles from home. 
Where else in these United States do parents send their children so 
far from home to attend grade school? Would thousands of our fel- 
low citizens do likewise for their children without demanding school 
facilities at home? No; it is part of the American way of life to pro- 
vide school facilities for all children, and every American community 
expects, as a matter of course, that their schools will be located in the 
communities where they live. It must be unbelievable to most of our 
fellow citizens that there could conceivably exist an area as large as 
our reservation without school space for more than about one-fifth of 
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the school-age children—space in reservation government schools for 
only about 5,800 children. 

What kind of citizens will our uneducated children be? Is it 
cheaper for our Nation to forego the contribution these children 
could make to America if they were given the chance? Is it 
cheaper for this great Nation to ultimately support these children— 
these citizens—on the relief rolls than to build and maintain schools 
for them? If so, why is not this principle applied in other Ameri- 
can communities. 

Not even the whole $25 million authorized for education in the long 
range act will provide that opportunity for the whole Navajo popu- 
lation. That fact was known at the time the bill was drattal and 
adopted : and on the basis of the Krug report it was clearly planned that 
these $25 million were to become available during the first 5 years of 
the program. Yet Congress fails to appropriate even the funds re: 
quired for a partial solution to our problem. At best, with the $ 
million authorized, there would be school space for only 16,300 a 
that includes all available types of schools. What happens to the 
rest ? 

FUNDS APPROPRIATED 


So far, Congress has appropriated about $8 million for education 
under the long-range program. At the time the long-range bill was 
being drafted, the chairman of the Navajo Tribal Council said that 
at least $60 million of the total appropriation should be devoted to 
education; $25 million was paar for this purpose. In the 1951 


long-range budget we asked for approximately $14 million for edu- 


cation—enough to complete a part of the Shiprock facility, construct 
dormitories at Keams Canyon, build a 400-student boarding school 
at Kayenta and Colorado River, expand at Crownpoint, Fort Defi- 
ance, Tuba City, and Fort Wingate Schools, and convert the Aneth, 
Cheechilgeetho, Pine Springs, Standing Rock, Hunters Point, Kai- 
beto, Steamboat Canyon, Ramah, § Sanostee, and Thoreau day schools 
to boarding schools. 

In that first year we received $3,994,800, only enough for conver- 
sion of Hunters Point, Cheechilgeetho, Thoreau, and Kaibeto day 
schools, and an installment on the Shiprock facility. 

In the 1952 budget we asked for a minimum of $8,396,000; we got 
$3,070,000 for education. We asked for enough to continue Shiprock 
construction, enlarge dormitories at Fort Wingate and Crownpoint, 
build dormitories at Keams Canyon and convert Pine Springs, Ra- 
mah, Sanostee, Mariano Lake, Dennehotso, Pinon, Nazlini, Steamboat 
Canyon, and Crystal day schools to a boarding basis. The amount 
we received was only enough for the Nazlini and Pine Springs con- 
versions, and to continue Shiprock construction. 


SCHOOL CONSTRUCTION REQUESTED 


We need a school at Kayenta badly. It was in the budget for 1951 
and 1953, but it will cost about $4 million to build. It is alw: vys elim- 
inated in cutting the budget because it is expensive. Meanwhile two 
small schools with a combined capacity of 180 children serve a school 
age population of 1,500 children. 
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In the 1953 budget we asked for $7,925,000 to complete the Ship- 
vock School, build dormitories at Keams G anyon, Sod convert Mari- 
ano Lake, Ramah, Sanostee, Steamboat Canyon, Standing Rock, 
Pinon, Dennehotso, and Crystal. Kayenta was again eliminated, and 
with the House cut, which allows the sum total of nothing for educa- 
tion facilities, we are stalemated. 

We Navajos had our hopes built high a few years ago when the 
long range act was passed. We have been iacisiatat in the first 
two appropriations even though we were thankful to have something. 
Could it be that next year we w vill get nothing at all for this basic need. 
We need every cent of the $7,92: 5,000 budget request restored, and we 
ask in addition $4 million for the prompt construction of the necessary 
school at Kayenta. We cannot attord more than 1,000 children in that 
area Without an education; it is an area already poor in resources— 
an education would be the only resource for a livelihood that most of 
these children can look forward to having there. How shall they 
live without it ? 

Through State contract money, some of our children are benefiting 
from public schools which are open to them at Fort Defiance, W indow 
Rock, Sawmill and a few other scattered localities on the reservation. 
New public schools planned for Fort Defiance and Ganado will help, 
but until roads are built and improved on the reservation, there is a 
limit to the number of communities which can be served on a day basis 
by bussing children to public schools. The States are not interested 
in the operation of boarding schools, and there is little if any space 
available in public schools in communities surrounding the reservation. 
We Navajos want our children to attend schools located near their 
homes. We do not prefer that they grow up in institutions situated 
far from home, to become strangers to their own families and grow up 
without even a semblance of the home life and parental guidance that 
America considers as a basic ingredient of good citizenship. 

Senator Haypren. Let me observe right there that it works both 
ways. When the child goes to school and comes home at night and 
talks to his parents, they ‘learn something from the child; it is helpful 
to the whole family. 

Mr. McCase. Would the white population of Arizona be satisfied to 
live in a virtually roadless area, with medical care scattered at intervals 
of 100 miles or so, and send their children to Phoenix, Tucson, or San 
Francisco for elementary schooling, instead of to schools located in 
their home communities? Would the citizens of Iowa send their 
grade-school children to Chicago, Denver, or Omaha? We think we 
are safe in answering “No” for ‘them. and we feel the same way about 
itas they would, for the same reason. 


RESTORATION OF EDUCATION REQUEST 


We are pleading with you to restore the $7,925,000 requested for 
education in the 1953 budget request, and an additional $4 million for 
prompt construction of a boarding school at Kayenta. We realize 
that wartime conditions make it necessary for America to economize 
in nondefense spending, and make our Nation unable to afford ex- 
penditures which are not almost emergent in nature. But what could 
be more necessary in the best interest of our Nation in time of war 
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than a literate population, able and willing to serve in the Armed 
Forces or in industry. During the last war our young people served 
willingly and without distinction when they could qualify. Many 
were turned down because they could not even speak English. Eduea- 
tion is not suffering elsewhere in our Nation, and it receives a higi, 
priority in our wartime economy. It is a must everywhere; why not 
so among us? 


VETERANS OF MILITARY SERVICE 


Senator Haypen. How many Navajos, if you know, went into the 
armed services during the war? 

Mr. McCabe. About 6,000, 

Senator Haypen. I think that is about right. I know that they 
were very willing to appear at the draft boards, and those that quali 
fied physic ally and who could speak English were admitted. They 
made excellent soldiers, especially in the South Pacific. 

Mr. McCaze. Mr. Chairman, I would like to point out in that 
respect that our Navajo young people appeared at the draft boards 
with their own guns. They bought war bonds thinking that this was 
a contribution. They did not buy war bonds as an investment. Ii 
wasacontribution. To this day we have long lists of names of Navajo 
Indians who have not appeared at the places where they purchased 
war bonds to collect the war bonds. 

At this time I would like to have Mr. Gorman read our topic on 
roads and health, 

Mr. Gorman. Mr. Chairman, my name is Howard W. Gorman. I 
am a member of the tribal council and chairman of the resources 
committee. 

ROAD CONSTRUCTION 


The Navajo country covers an area of nearly 25,000 square miles. 
and there is probably no comparable inhabited area in the United 
States which is as nearly roadless. The very minimum requirement. 
as it was set forth in the long-range program, called for 636 miles of 
primary roads and 633 miles of secondary roads. To construct this 
basic-road system, $20 million was authorized. 

Senator Haypren. That is an area equivalent about to the State of 
West Virginia. I think that it would be interesting if Mr. Littel 
could find out how many miles of primary, secondary, and country 
roads they have in West Virginia in comparison with this area. 

Mr. Lrrret. I shall do that, Senator, and put it in the record. It 
is also about as big as New England, except for Maine. 

Senator Euzenver. You might also compare the population and the 
cities which are there. 

Senator Haypen. Yes. 

(The information was not furnished at time of printing.) 


ROAD FUNDS APPROPRIATED 


Mr. Gorman. In the 1951 budget we asked for $2,075,000 for roads: 
we got $960,000. In the 1952 budget we asked for $1 5785,.500; we got 
ELHR, 000. In the 1953 budget, Mr. Truman requested $3,360, 000 for 
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road construction on the reservation. ‘The House wants that figure 
cut te $500,000. 

If we had received the $3,635,550 we asked for in 1951-52, we could 
have built 102 miles of much- needed primary road and 30 miles of 
secondary road. With the $1,818,000 we got, we built 51.1 miles of 
primary road and 23.5 miles of secondary. 


RESTORATION OF ROAD FUNDS 


If we get the $3,635,550 we want for road construction in the 1953 
budget, we will be able to build 85 miles of primary and 13 miles of 
sec ondary roads. With the $500,000 the House recommends, we can 
complete 18 miles of road. 

All-weather roads can mean cheaper school construction; they can 
open up our reservation to business development and tourist travel ; 
they can make it possible for more of our reservation schools to be 
transferred to the State and operated as public schools; and they can 
mean life or death to the sick. We must have at least the minimum 
network authorized in the long-range program, and we ask that Con- 
eress restore the $3,635,550 the at was requested for 1953. 

Senator Haypen. Am I correct in my understanding that the Bu- 
reau of Public Roads works out the plans for your highway construc- 
tion? 

Mr. Gorman. Yes, sir. It is the Indian Bureau. 

Senator Haypen. There is a cooperative arrangement between the 
Bureau of Public Roads and the Bureau of Indian Affairs whereby 
when the Indian Bureau works up a plan, it is submitted to the Bureau 
of Public Roads to see that it is not poor construction or improperly 
planned. In other words, if you put money into a road, you want to 
put the road in the right place, and all that. If you have proper 
engineering supervision, you get more for your money. It is my dis- 
tinct underst: nding that this road construction for all the reservation 
in Arizona, when ‘proposed by the Indian Affairs Bureau, must be 
checked and verified by the Bureau of Public Roads before any work 
is done. 

Mr. McCase. That is right, Senator. 


CONSTRUCTION OF SCHOOLS BY INDIANS DISCUSSED 


Senator Haypen. While we are talking here just a minute before 
we get to the health problem, let me ask somebody— although it applies 
to health, too—could you get along with buildings that do not cost 
so much in some of these places? The old country schoolhouse that 
most Americans went to when I was a boy and before that was not a 
very expensive structure. You have a sawmill there on the reserva- 
tion; have you not? 

Mr. Gorman. Yes, sir. 

Senator Haypen. You have your own timber. You could build 
structures on the ground, even a dormitory on the ground, out of lum- 
ber, so that at least the children could get out of there in case of fire. 
Is it necessary to make expensive structures? If you have those, you 
do not have so many of them. That is what I am getting at. What 
is your opinion on that? 
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Mr. Gorman. The conversions that are going to be made—that is, 
the present day schools—will be of permanent structure; that is, 
stone. 

Mr. Auxean. I think, when we met with the Wichita committee, 
that question was brought up; and when the Congress appropriates 
the money, any construction of schoolhouses, the architects in Chicago 
do the blueprint work for the construction of these houses. The ques- 
tion was raised there, why do we not use architects back home? When 
the dormitory at Shiprock was started with masonry stone, and when 
I got there in the summer, it was standing on an end, and it made us 
mad. He wanted to wait; so, when they went up to 15 feet, they 
mene it clear down to the ground and started another one where 
they laid the stone the natur: lw ay. 

Senator Haypen. What I am trying to get at is this: It has always 
seemed to me that in some instances the plans were too elaborate. 

Senator E.Lenper. Too costly. 

Senator Haypen. That is right; that you could get more for your 
money. The Indian Bureau’s answer is that they have only one 
architect in the United States, who is located in Chicago, and they 
could not go out and employ a private architect. That may be so. 
But, for my own part, I intend to inquire directly of the Indian Bureau 
with respect to these expenditures, to see if, in view of the high costs 
of materials and all that, you cannot use more local material and labor 
and simplify the construction so that the money will go further. 

Mr. AnkeAan. What I would like to bring out, Mr. Chairman: that 
is the plan that they make in Chicago. I think the houses are in a way 
as expensive. We have the material down there, but in the plans for 
Shiprock, for example, they had to have a steel cross beam, whereas 
we have timber that could be used more cheaply. Right now the 
tribe is making cement for building, which is very reasonable. We 
charge about 15 cents or so a block. In the town of Farmington they 
probably charge 30 cents a block. 

Senator Ex_Lenper. You could give employment to local people 
there. 

Mr. Ankean. We could save money on the housing if we did it our- 
selves instead of Chicago drawing up the plans. 

Senator Haypen. I think you have something that is worth look- 
ing into. ; 


TRIBAL MANAGEMENT 


Mr. Gorman. Now, we would like to have more participation of 
tribal management. We want our children to be educated. We do 
not want fancy buildings. We want those schools to be attractive, but 
not as much money has to be put into these schools. Oh, for instance, 
Shiprock is a very expensive set-up, but really the Bureau cannot show 
for it. That could have been built a whole lot cheaper, I think, if 
we had tribal participation in planning. 

Senator Haypen. The thing is this: We have passed this act author- 
izing these appropriations at a time when costs were fairly normal. 
Now we have had all this war expenditure and all this inflation; and 
the amount of money authorized for schools and hospitals and things 
like that, it is obvious, will not go as far if you have elaborate con- 
struction. Whereas, if we can modify the plans and get them down 
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to a simpler type, it is possible that the authorization already made 
cOuld fit in and be carried out with a reasonable amount of money. 
I do not want to have to come back to Congress and ask for another 
authorization and say the plan was all right, but the costs have gone 
up so much that we ¢ cannot complete it. Iam ‘glad to know you gentle- 
men feel that way about it. I assure you I shall follow it up with the 
Indian Bureau to see if we cannot get a little more practical plan and 
more cooperation in the kind of schools and buildings you want. 

Senator Ex.tenper. And also fit the plans to the “kind of material 
you have in the locality. He talks about the blocks, and that would 
give the Indians a lot of work. 

Senator Haypren. They have sand that they can mix with the 
cement. They have a fine body of timber and hes a sawmill there 
with which they can cut in their own vicinity, which means it does 
not have to be imported. All of that taken into consideration would 


be helpful. 


LOCAL ARCHITECTS AVAILABLE 


Senator ELLenper. When you say you can get a local architect, 
what do you mean /—Arizona or the reservation ¢ 

Mr. Gorman. On the reservation. 

Senator ELLeNper. You have architects there? 

Mr. Gorman. We have them. If we had tribal participation, I 
think we could work it out with the local architects as to the kind of 
buildings we might get 

Senator ELLenver. That is certainly worth looking into, Senator. 

Senator Harven. It certainly is, and I intend to follow it up. 

Mr. Braptey. We are part icipating in the building of motels and 
tribal housing. We are using all native materials practic ally. 

Senator Haypen. I am glad to hear that. Now you may proceed 
with the health problem. 

Mr. McCase. I would like to point out, Mr. Senator, that we would 
use architects in the Southwest or more or less locally, not situated 
thousands and thousands of miles away where they actually are not 
acquainted with our native materials and buildings and type of con- 
struction. We feel that we should have our roads and our buildings 
to house our schools more or less as the dire necessity. We do not look 
for monumental buildings. We feel that we want the education, 
whether we get it in Quonset huts or million-dollar buildings. We 
want education and we want roads. 

Senator Haypen. Thank you. 


HEALTH SERVICES 


Mr. Gorman. Two years ago, when the long-range program was 
being developed, the Nation was shocked and indigna ant to learn that 
a portion of its citizenry was so far below the national standards in 
terms of modern medicine and health. Let us look at a few glaring 
facts as they pertain to the Navajos: 

One doctor for 750 population in the United States; 
One doctor per 3,000 population in the Navajo country; 
One dentist per 1,500 population in the United States; 
One dentist per 10,000 population in the Navajo country; 
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67 years’ life eee in the United States; 
52 years’ life expectancy in the Navajo country ; 
Infant mortality 32 per thousand in the United States; 
Infant mortality 138 per thousand in the Nav: yjo country. 
Tuberculosis causes 2 percent of the total deaths in the United 
States. 
Tuberculosis causes 23 percent of the total deaths in the Navajo 
country. 
HOSPITAL CONSTRUCTION 


This is a small part of the gloomy picture as it emerged 2 years 
ago and it is a picture which has barely changed since that time. In 
our 1951 long-range budget we asked for $1,992,000 with which to 
construct a 75-bed hospital at Shiprock, enlarge the Tuba City Hospi- 
tal, remodel the Winslow Hospital, and construct a health center 
at Kayenta, as well as pay health’s pro rata share of a heat and power 
plant. 

We got $742,300, only health’s pro rata share of the central power- 
house at Shiprock. This was a necessary preliminary to construc- 
tion of the hospital (proposed) there. 


1952 APPROPRIATIONS 


In the 1952 long-range budget we asked for $2,242,000 with which 
to construct an enlarged Tuba City Hospital, enlarge the W alow 
Hospital, construct the Kayenta Health Center, prepare plans for 
the proposed Fort Defiance Tuberculosis Sanatorium, and pay health’s 


pro rata share of the Keams Canyon heat and power plant. 

We received $340,000, only health pro rata share of the Keams Can- 
yon power plant. 

Both power plants were necessary expenditures, although only in- 
directly related to health. The hospitals were not constructed, how- 
ever, none enlarged—in fact, no money has been available for the 
health centers, clinics, and other measures so urgently needed 
directly attack reservation health problems. Positive results in this 
connection cannot be obtained with equities in two heat and power 
plants, and no hospitals. 


TUBA CITY HOSPITAL 


In the 1953 budget request the President asked for $1,395,000 with 
which to construct the urgently needed hospital at Tuba City, to 
serve an enormous area and a large population on the western half 
of the reservation. 

The House has cut this budget request to the sum total of nothing. 
Nothing at all to meet the urgent health needs of our people. Nothing 
at all to lower our appalling death and disease rates. 

As we have pointed out many times, we need hospital and clinical 
facilities, health education and preventive medicine, sanatoria for 
the tuberculous. 


AUTHORIZATION 


The $4.750,000 authorized under the long-range act is insufficient 
even in the total amount: a minimum of three times the original 
Krug estimate is needed to provide minimal requirements in terms 
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of hospital construction and enlargement, clinics, health centers, and 
the like. To effectively attack our health problems, this sum should 
be made available over a 3-year period. 

Must our people continue to suffer, our children to die, and our 
reservation to remain a source of infection for the surrounding popu- 
lation due to causes eliminated in the Nation at large 50 years ago? 
If the Nation cannot afford such conditions elsewhere in the United 
States, how can it afford them among us? We establish health cen- 
ters in Asia; why not on the Navajo Reservation ? 


RESTORATION REQUESTED 


We urge you to restore at least the $1,395,000 President Truman 
requested in the 1953 budget. 

Mr. Lrrret. Senator, may I point out a matter just come to my 
attention this morning ¢ 

It is the suggestion of the Governor of Arizona that the whole re- 
habilitation program be restudied and $100,000 be set aside to restudy 
it. That pulls the mat right from under the whole Navajo program. 
[ am quite confident that the tribe would oppose any such change at 
this time. I do not know whether it was deliberately intended, per- 
haps not, but it would be a disastrous thing to the school and rehabili- 
tation program to stop and restudy the thing after Congress has had 
very extensive hearings and detailed studies. Maybe in the future 
years there are changes that should be made. 

Senator Haypen. I entirely agree with you with backing up and 
starting all over again. The only suggestion I have to make is that 
inasmuch as the amount of money authorized was made at the time 
when the prices were lower that in construction buildings and hospi- 
tals and of schools an effort be made which can be done within the 
Indian Bureau, if they get at it right, to modify and simplify the type 
of schoolhouse, and the type of hospital, so it will not cost so much 
money. The professional care and all that, of course, is essential. 

Mr. Lrrrex. You will find the Indians most sympathetic to that sug- 
gestion. They feel, too, that it is rather overstuffed as far as costs are 
concerned, 

Senator Haypgen. Thank you, gentlemen. 

Mr. McCaser. Thank you, Mr. Chairman. 


BONNEVILLE POWER ADMINISTRATION 
NortHwest Power Poon 


STATEMENT OF C. A. ERDAHL, CHAIRMAN, PACIFIC NORTHWEST 
UTILITIES CONFERENCE COMMITTEE 


TRANSMISSION AND MARKETING OF PUBLIC POWER 


Senator Haypen. All right, Mr. Erdahl. 

Mr. Erpany. We appreciate you are very busy, Senator, and you 
are giving us this time so we can put before you as a group a statement 
of the northwest power situation. We have been before your com- 
mittee many times. First, I would like to say that those utilities 
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represented and the individuals should be made a matter of record, 
and I would like to give you those names and those utilities. 

The Northwest Public Power Association is represented by Owen 
Hurd, president; the Washington Water Power Co., by Arthur Weg- 
ner, manager, rate department, and Marshall Blair, superintendent of 
system operations; the Portland General Electric, by Frank Warren, 
executive vice president, and Ralph Millsap, vice president ; the Seattle 
City Light, by Councilman Bob Jones, chairman of the utilities com- 
mission; Tacoma City Light, by J. Frank Ward, superintendent; and 
E. R. Fetterolf, and C. A. Erdahl; Washington State Public Utility 
District Association, by Irvin Woods, president : Puget Sound Power 
& Light Co., Reg Plymire; Pacific Power & Light, by Don McClung, 
vice president, and Allen Smith, counsel; and Mountain States Power 
Co., by Allen Smith, counsel. 

I have a very brief statement, and I think possibly it would get the 
meat. of the coconut before you, Senator, easier than possibly I could 
brief it, so with your permission I will proceed. 

Senator Haypen. Go right ahead. 

Mr. Erpanu. From past appearances before the Congress, the 
Pacific Northwest Utilities Conference Committee is a group with 
which the members of the Interior Subcommittee have become famil- 
iar. However, for the purposes of the record, I have given a descrip- 
tion of who we are, and I feel it necessary that I repeat the previous 
descriptions of what we are. 

The conference committee represents substantially all of the non- 
Federal electric power utilities in the western group of the Northwest 
power pool, which integrates their operations with power plants of 
the Federal Government in the Pacific Northwest and which has 
achieved great beenfits for the region in making possible full utiliza- 
tion of power resources. 

The Federal Government may be termed a “majority stockholder” 
in the power pool, inasmuch as present Federal power capacities sub- 
stantially exceed the combined resources of all non-Federal utilities. 
This relationship may continue since capacities proposed for installa- 
tion in Federal multipurpose projects already authorized and under 
construction far outweigh the capacities which non-Federal utilities 
are now developing or which they may in the future be permitted to 
develop. 

Transmission and marketing of power from Federal plants de- 
veloped through the Corns of Engineers and the Bureau of Reclama- 
tion is accomplished through the Bonneville Power Administration, 
and the purpose of our appearance is to emphasize that any expansion 
of new Federal generation within the present area requires an appro- 
priate expansion of the main Federal transmission grid so that the 
power thus produced may be delivered most. economically and feasibly 
to the major load centers of the Northwest. 


SUPPORT OF BUDGET 


Accordingly we wish to support the appropriations for the Bonne- 
ville Power Administration now under consideration by this commit- 
tee. We recognize that some minor objections from individual utility 
members may arise from questions of local competition or engineering 
feasibility. However, I am sure that none of the possible individual 
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differences if in fact exist, will substantially detract from the essen- 
tial features of the over-all program. On this basis we as a group 
are in complete accord, and strongly urge that the over-all program 
be supported by your committee. 

We know this is a busy session and we appreciate very much your 
courtesy in extending to us the opportunity to make this appearance. 
If there are any questions, we shall do our best to oblige with the 
answers. 

Senator Haypen. I have listened to you before and found that your 
general sentiment is just about as you have expressed it. Budget 
estimates have been submitted and considered by the House, and we 
will have them here. My personal view, of course, is well known 
to you. 

Mr. Erxpanv. That is right. 

Senator Haypen. That this type of development adds to the wealth 
of the Nation. 

Mr. Ervanv. That is right. 

Senator Haypen. If we are going to be in for a long pull in a semi- 
war or threatened war, we cannot stop. What resources we have, 
we have to augment Nation-wide, and this is one step in that direction. 

Mr. Erpanu. We have been very thankful to you personally, Sen- 
ator Hayden, on the position you have taken in the Northwest on the 
Federal projects, but I want to particularly thank you for the effort 
you put forward about a year ago to break the path in FPC for the 
non-Federal projects out there. It is most appreciated by us because 
what we need out there is kilowatts. Our loads are growing faster 
than we combined can put them in. Your effort in helping us to 
break the roadblock at the Federal Power Commission is very much 
appreciated by us. If you recall, you wrote that letter to Mr. Me- 
Manus at DPA. 

Senator Haypren. I remember. 

Mr. Erpant. I have that general statement for all of us. I have 
a statement prepared by Mr. Owen Hurd, the manager of Benton 
County utility district. He would like to have that put in the record, 
if that would be all right. 

Senator Haypen. Very well. 

(The statement referred to follows:) 


STATEMENT OF OWEN W. Hurd, MANAGER BENTON CoUNTy PuBtic Urimity District, 
IN BEHALF OF THE KENNEWICK DIVISION OF THE YAKIMA PROJECT 


Although this group is here testifying in favor of items in the Bonneville 
budget this interest has its basis in their contribiition to the over-all power supply 
of the region from Federal generating plants. 

With your permission, I would like to comment briefly on an item which is 
closely related to the problems we have been discussing and was brought before 
this committee last week by Senator Magnuson and Mr. Perry. This item is the 
Kennewick division of Yakima project located in Benton County, Wash. 

This project, in addition to replacing over 15,000 acres of cultivated and irri- 
gated land taken out of production by the Hanford project in Benton County, 
will supply over 75 million kilowatt-hours annually above the energy used for 
irrigation pumping. And over 100 million kilowatt-hours annually if the power 
plant is operated before the irrigation features have been completed. Although 
this amount is small in comparison with the region’s requirements, it will take 
care of the energy needs of Benton County outside of the Hanford project and 
the Government town of Richland. 

The Chandler site on the Yakima River and the proposed power plant of this 
project is the only undeveloped hydro plant in the county and is being held by 
the Bureau of Reclamation for development. 
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This fact precludes its development for power purposes by our own loca! 
utlity district. We who have the responsibility for the power supply and distri 
bution in our county can only urge this committee to appropriate funds to bring 
this plant into production, as soon as possible. Due to the amount of work which 
has already been performed, the size of the unit and the small amount of con 
struction required, it could be producing power in 1954. Its location within 
few miles of existing Bonneville transmission lines makes possible its integration 
with the Northwest power pool at a minimum of cost for transmission facilities 
and will relieve the loading and losses on power lines now supplying Benton 
County with power from more remote plants. Revenues from the sale of power 
to users located within 15 miles of the plant would start paying off the construc 
tion costs of the irrigation features as well as all power costs immediately, even 
if the total expenditure for the completion of the project were delayed. 

The necessary features of this project, which this committee has recognized 
as not a “new start,” required to bring this revenue-producing power plant into 
operation will cost about $8,000,000, of which $2,000,000 is the requirement for 
the first year. 

We believe the proponents of this project have strong justifications which have 
been ably presented to you by Senator Magnuson and Mr. Perry, chairman of 
the Kennewick Project Committee. As we continuously extend our lines into 
what was formerly irrigated farms to serve new residential districts and sub- 
urban homes in the Kennewick area, we are well aware of the need for new 
irrigated land to replace that taken out of production by the impact of the popu 
lation increases due largely to the atomic energy program. Although we are 
conscious of the need and desirability of developing all power projects possible 
by new Federal agencies we are also aware of the multipurpose features of this 
power site which argues for its development as a part of the Kennewick irri 
gation project with Federal funds. 

In your dual capacity of guardians of the western reclamation programs and 
Northwest regional supply through Bonneville appropriations, we urge your favor- 
able action on the Kennewick division of the Yakima project which will allow 
this new source of power to make its contribution to the region's power supply 


BPA ADVANCE PROGRAM OF SYSTEM DEVELOPMENT 


Mr. Erpaut. There is also one statement by the same gentleman as 
president of the Northwest Public Power Association, and I have one 
more statement by Bob Jones, chairman of the utility committee of 
the city of Seattle and councilman of the city of Seattle. 

Senator Haypen. Those may be inserted in the record. 

(The statements referred to follow :) 


STATEMENT OF Bos JONES, MEMBER OF SEATTLE CrTy COUNCIL, CHAIRMAN 01 
UTILITIES COMMITTEE, CriTy OF SEATTLE, WASH., RELATIVE TO APPROPRIATIONS 
FOR THE CONSTRUCTION OF MULTIPLE-PURPOSE PROJECTS ON THE COLUMBIA 
RIVER AND Its TRIBUTARIES 


I am a representative of the city of Seattle, Wash., which owns and operates 
the second largest municipally owned electric utility in the United States and 
is a participating utility member of the Northwest power pool. 

My purpose in appearing here is to respectfully urge that your committee 
recommend and approve the restoration of appropriations requested in order 
to maintain on the present schedule the various power production projects now 
in progress on the Columbia River and its tributaries. The present construction 
schedule of Federal projects of the Columbia River development is barely suf- 
ficient to supply the minimum power requirement of the area. Local public and 
private electric utilities in the area are building all of the power projects that 
they can in order to alleviate the shortage of generating facilities, Some of 
these projects have been delayed for several years by conflicting interests. 

Normal load growth, similar to that experienced over the Nation as a whole 
without any new large defense production power consumers, along with catching 
up On existing deficits, will require 400,000 to 500,000 kilowatts of new generating 
eapacity per year. The present construction program will just about provide 
this requirement but allows no room for large additional defense loads nor does 
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it provide any appreciable reserve of generating capacity. The Northwest has 
experienced an unprecedented growth in population during the past 10 years, It 
is a critical defense area with very large military installations including a navy 
yard, Army camps, huge airfields, and a very important atomic-energy plant, 
all having a large concentration of personnel. Some of these installations re- 
quire huge quantities of power and we want to cooperate with the Federal 
Government in its responsibility of providing their power requirements under 
any and all conditions. Because of this situation, it is respectfully requested 
that your committee give sincere consideration to additional appropriations re- 
quired to start immediately, new projects which the Congress has authorized but 
have not been started because of lack of appropriations. 

We have watched each year for 6 years the delay of construction schedules. 
In the Bonneville Power Administration’s advance program of system develop- 
ment for the period 1947 to 1952 which was issued in October 1945 we note that 
the Hungry Horse project was scheduled for completion in 1951. Now, on 
the present schedule, it is to be completed in 1953, a delay of 2 years. McNary 
project, which was then designated as the Umatilla project, was scheduled for 
550,000 kilowatts in early 1952. Now the schedule calls for 560,000 kilowatts 
by June of 1955, a delay of 3 years. Detroit was scheduled for 1951. Now it 
is 1953, 2 years late. Chief Joseph was scheduled for three units or 200,000 
kilowatts, by 1952. Now it is scheduled for the end of 1955, over 3 years late. 
The first unit at the Dalles was scheduled for 1952; now it is for the end of 
1956, over 4 years late. Gentlemen, there is the reason for the perennial power 
shortage in the Northwest that you have been hearing about. 

The Federal Government has taken on the responsibility of developing the 
Columbia River water resources and by doing so it has made it much more 
difficult to finance new projects by non-Federal agencies. The non-Federal 
agencies are doing the very best they can under the conditions existent. Now 
it is the moral and political responsibility of the Federal Government to con- 
tinue the development of the Columbia River power resources in a manner that 
will allow the Northwest to grow and expand and build up its economy and to 
do its share in any national effort. We do not want to continue in the position 
where we must tell a prospective, large industrial customer we are sorry, we 
just do not have the power, when there are millions of potential kilowatts wast- 
ing to the sea every hour of the day. 

I wish to impress upon you the urgency of making appropriations needed to 
maintain the existing construction schedule and also to provide those needed for 
the start of new projects, otherwise they will be from 2 to 5 years late. Your 
courtesy and cooperation in allowing me to present the foregoing statement on 
behalf of the city of Seattle, its citizens, and electric consumers, are very much 
appreciated. 


STATEMENT OF OWEN W. Huorp, PresipeNt, Norrnwest Pusiic Power 
ASSOCIATION, IN SUPPORT OF APPROPRIATIONS FOR THE BONNEVILLE POWER 
ADMINISTRATION 


My name is Owen W. Hurd. I am the president of the Northwest Public 
Power Association whose membership consists of 81 rural electric cooperatives, 
public utility districts, and municipal electric systems in Oregon, Washington, 
Idaho, and Montana. 

Most of our member utilities obtain all or part of their entire power require- 
ments from the Bonneville Power Administration, and all utilities benefit from 
the existence of the Federal transmission grid system. Our interest in appro- 
priations for the Bonneville Power Administration is, therefore, understandable. 

Publicly owned power systems in the Northwest now pay the Federal Govern- 
ment more than $12,000,000 annually for power purchased, and this amount is 
increasing rapidly each year. Since rates charged by Bonneville Power Ad- 
ministration must cover all costs chargeable to power facilities of the Federal 
Government, including interest, depreciation, and operating costs, we are con- 
cerned not only with the adequacy of service provided but also the cost of 
supplying this service. The financial record of BPA has demonstrated the 
ability of this agency to distribute power over a wide area at a low uniform 
rate by means of a regional transmission grid at the same time integrating 
Federal plants and non-Federal plants as well to the benefit of the entire region. 
The existence of such a grid system and marketing policy has made possible 
the exercise of the right of publicly owned systems to purchase power direct 
from the Federal Government. 
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A careful study has been made of all items in the Bonneville budget which 
involve the public and cooperative power systems, and a review has been made 
also of general system items of benefit to the power pool as a whole. The only 
item in the budget which this association cannot endorse is the expenditure of 
funds for service south of Klamath Falls. The members of this association have, 
by resolution, opposed at this time the construction of the California intertie., 
However, we are in favor of the extension of BPA transmission lines to Klamath 
Falls. 

Our association has endorsed the Baker-LaGrande 230-kilovolt line and inter- 
connection with the Idaho Power Co. This line will make an important con- 
tribution to the region’s power supply and is sound from an economic and engi- 
neering standpoint. This interconnection will provide about 60,000 kilowatts 
of firm power to the region and supplements existing interconnections between 
the same areas to the mutual benefits of each area. The contribution this line 
and interconnection will make in providing additional firm power for defense 
loads, reducing the Northwest power deficiency, providing a market for seasonal 
energy surpluses, reducing transmission losses, and providing other important 
operating benefits, constitutes adequate justification for the immediate construc- 
tion of this line. 

The large blocks of power which will become available at new Federal plants 
make it imperative that the main transmission system be greately reinforced and 
extended. Otherwise, serious bottlenecks between generation and load areas will 
result. The expansion of the basic grid system must be coordinated in advance 
with generation schedules, 

At the present time, many BPA load areas are supplied through inadequate 
transmisison facilities resulting in excessive voltage variations and jeopardizing 
service continuity by serious overloads and dependency upon a single transmis- 
sion line. The present budget will provide relief to these critical areas. 

The rapid increase in loads on publicly owned systems has required increased 
eapacity of BPA facilities at points of supply. Due to the lag in time between 
budget approval and the installation of the required facilities, it is necessary 
to plan ahead further than would otherwise be the case. Failure to receive budget 
approval and appropriations when requested may result in increased costs and 
serious overloads with resulting loss in quality of service. 

It is important in the planning of future requirements for transmission facil- 
ities, both Federal and non-Federal, that such planning be based on complete 
and realistic load estimates, and a full knowledge of local conditions, facilities, 
and plans. The recent decentralization of certain activities of the Bonneville 
Power Administration is already resulting in significant accomplishments in 
more complete load estimates and substantial savings to the Federal Govern- 
ment by better engineering coordination at the local level. 

In conclusion, we wish to express our appreciation for the opportunity to 
appear before this committee and urge its approval of appropriations for the 
Bonneville Power Administration as recommended by the Bureau of the Budget 
with the exception of expenditures for the California intertie. 


Mr. Erpanu. That is the extent of the statements, and as I said 
before, we thank you very much for your consideration which you 
have given us. We have been able, over the period of 5 or 6 years, 
to wash out our linen at home and come back with quite a definite, 
unified position. We have worked together—the Federal Govern- 
ment, the public agency, and the private agencies—and we hope that 
hy so doing we can make your job in the Senate easier to understand. 

Senator Haypen. Thank you. 

Mr. Erpant. We hope, however, that we do not make it appear 
so easy and so nice that we do not believe the impression of serious- 
ness of our situation out there. It is a very serious situation, and 
if we are going to keep up with the peacetime economy and at all 
make our contribution to national defense, we just have to have lots 
ef additional kilowatts. With those new dams, new generators, 
and new turbines that go in, we must have these transmission lines 
ior the Bonneville grids if we are going to get at the load center. 

Thank you very much. 

Senator Hayven. Thank you very much. 


_ 


———— =" 
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SOUTHEASTERN POWER ADMINISTRATION 
ConstruCTION, OPERATION, AND MAINTENANCE 


STATEMENT OF S. C. McMEEKIN, PRESIDENT, SOUTH CAROLINA 
ELECTRIC & GAS CO., COLUMBIA, S$. C. 


TRANSMISSION LINES 


Senator Haypen. You may proceed, sir. I note that you have a 
prepared statement. It will not be necessary for you to read it all 
unless you want to, as we can print any part of it that you want to 
appear in the record. If you want to high light it, you cz an do that. 

Mr. McMrextn. All right. Thank you, Senator. I will not read 
the letters and the other exhibits we have attached to it, but I would 
like to read the main part of my testimony, which has been briefed. 

My name is S. C. MeMeekin. I reside at 1915 Pendleton Street, 
Columbia, 8. C., and am president of the South Carolina Electric & 
Gas Co. This company is a privately owned utility company, operat- 
ing in 23 counties in the central and southwestern portions of the 
State of South Carolina. It is engaged in an electric-distribution 
business in all of these counties, distributes manufactured gas in the 

cities of Columbia and Charleson, and operates an urban transporta- 
tit system in these cities and the areas adjacent thereto. This com- 
pany has total assets of $113.423,473.73, and had a gross revenue for 
the year 1951 of $22,644,314.12, of which 81.2 percent was from electric 
operations. The company accrued for taxes during the year of 1951 
the sum of $3,723,778.32, of which over $1,533,379 re presented accruals 
for Federal taxes. The company served 132,612 electrical customers 
and a population of approximately 750,000 people as of December 31, 
1951, 

It is a South Carolina corporation in no way owned or controlled 
by a holding company, as is shown by the fact that its stock is held 
by approximately 30,000 small stockholders who reside in every State 
of the United States. The largest stockholder has less than 2 percent 
of the outstanding stock. All of its 14 directors are South Carolina 
people residing in South Carolina. 

Our “ar fing in coming before you today is as it was when we ap- 
pe vared before your honorable committee last year, not an attempt to 
\inder the Southeastern Power Administration (SEPA) in the per- 
formance of the duties for which we believe it was created, but rather 
to furnish you with the information which we believe will show that 
the appropriation requested by SEPA is for the design and con- 
struction of transmission lines which are not required or necessary 
in the performance of its duty and, further, that a portion of these 
funds, if used as indicated in SEPA’s request, will be in violation of 
a clear intention of the Congress that the line for which they are in- 
tended should not be built if a satisfactory wheeling arrangement 
could be made for the transmission of the power involved. We believe 
the information we will give you will clearly show this. 

We are confident there is a way by which SEPA can more profit: ae 
market its power, make unnecessary the vast expenditure of Federa 

98400—52 9 
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funds that its present plans will require, and also obviate the condi- 
tions mentioned above. 


POWER COMPETITION 


Before giving you the basis of our position in this matter it may 
be helpful to first call your attention to the peculiar position con- 
fronting our South Carolina company. It is not only confronted 
with the construction of the or EPA lines, but also by com- 
petition from a vast system of high-voltage transmission lines from the 
Central Electric Power Cooperative, Inc., in conjunction with South 
Carolina Public Service Authority (Santee nee s now has under 
construction through most of South Carolina. Moneys were allo- 
cated by the Rural Electrification Administration for this construc- 
tion and the work is almost complete. While we have.earnestly and 
sincerely contended, and still do, that these lines duplicate the lines 
that are now rendering an adequate service in our State, and are 
therefore absolutely unnecessary to serve the area, we again respect- 
fully call your attention to the fact that they nevertheless furnish 
additional reasons to make unnecessary the construction of the SEPA 
lines here in question. 

We would now direct your attention to a map marked “Exhibit A,” 
which show the existing transmission lines delineated in black, the 
location of all generating plants in the State, and how all the trans- 
mission systems (public and private) are interconnected. The area 
served by our company is shaded blue. What we believe to he the 
plan for the high-voltage lines of the Central Electric Power Coopera- 
tive, Inc., is shown in red and the transmission lines presently. pro- 
posed by SEPA are shown in green. Please note that we have in- 
cluded such a SEPA line from Clark Hill to Aiken; we are not certain 
whether SEPA’s request for funds for this point is to construct a 
transmission line or for some other purpose, but funds have been re- 
quested for construction at or to Aiken. Yellow circles mark the 75 
or more locations at which distributing cooperatives (REA) pur- 
chase power wholesale from the transmission lines that cover the 
State. 

GENERATING FACILITIES 


The company’s generating facilities consist of four hydroelectric 
plants having a total capacity of 178,230 kilowatts. In addition to 
this, the company’s wholly owned subsidiary, the South Carolina Gen- 
erating Co., now has under construction a new steam plant on the 
Savannah River near Beech Island, S. C. The presently planned 
capacity of the plant consists of four 75,000-kilowatt units, making 
a total name-plate capacity of 300,000 kilowatts. The first unit will 
be available for service in the second quarter of 1953, and the second 
unit will be available for service in the third quarter of 1953. Our 
total capacity as of the end of 1953 will amount to 504,730 kilowatts. 

We have completed the construction of a 110-kilovolt transmission 
loop from Charleston to the Augusta-Aiken area, This will augment 
the substantial 110-kilovolt transmission grid now covering our serv- 
ice area. 

There are substantial interconnections at various points with the 
transmission systems of all neighboring utilities, namely, the Georgia 
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Power Co., the Duke Power Co., and the Carolina Power & Light Co., 
as well as the South Carolina Public Service Authority (Santee- 
Cooper). fash cyl 5 

The company’s generating and transmission facilities are more than 
adequate for the needs of the area which it serves. It has always kept 
ahead of these requirements and it is our intention to continue to do so. 


CLARK HILL PROJECT, SOUTH CAROLINA 


The Clark Hill project is located on the Savannah River approx1- 
mately 15 miles above the Stevens Creek hydroplant of this company. 
The Stevens Creek plant is connected with the company’s system by 
two 110-kilovolt lines terminating in Charleston, Columbia, and at our 
Saluda hydro development, respectively. 

Last year SEPA requested funds leading to construction of the lines 
delineated on exhibit A in green. I appeared before this committee 
to state that the construction of these lines would be a needless dupli- 
cation of existing facilities and a waste of millions of dollars of the 
taxpayers’ money, labor, and scarce material needed for national de- 
fense. I pointed out that ever since the early days of the Clark Hill 
project our company had offered to purchase or transmit Clark Hill 
power; to this end see our letter of March 8, 1949, to the Chief of the 
Department of Interior’s Power Division, and also our letters of 
August 19 and December 5, 1950, and February 22 and 28, 1951, to 
the Administrator of SEPA, copies of which letters are attached to 
this statement and made a part hereof. 


WHEELING AGREEMENT DIRECTIVE 


After these hearings the Congress allocated certain funds (namely, 
$318,500) for SEPA for its lines to Greenwood, but attached to that 
appropriation the specific prohibition that the funds— 
are not to be used if Southeastern Power Administration and the public utility 
companies in the area concerned can enter into wheeling agreements * * * 
for the transmission of power from Clark Hill Dam to Greenwood, 8.C. * * * 
the committee therefore directs the Southeastern Power Administration and the 
Secretary of the Interior to exhaust every possible effort to obtain proper wheel- 


ing agreements before utilizing the funds recommended for the above-mentioned 
facilities (S. Rept. No. 499, 22nd Cong., 1st sess., p. 4). 


OFFERS BY COMPANY 


We have continued our previous offers to SEPA to wheel power for 
it, ncluding power to Greenwood, and we have had many negotiations 
by conferences with SEPA officials which we hoped would result in 
definitive wheeling contracts. We have existing transmission facili- 
ties over which we can wheel the power, but have offered, in the Green- 
wood case, if SEPA should prefer it, to construct additional facilities 
at no cost to the Government over which they can make the deliveries 
direct. to Greenwood. 

We will have built a 110-kilovolt line from our Stevens Creek 
lant north to McCormick, to provide for the load growth in the 
McCormick-Calhoun Falls area, by the time that the Clark Hili proj- 
ect. is placed into operation. This line will pass within 2 miles of 
the Clark Hill project; we are prepared to build this 2-mile tap line 
which could deliver 75,000 kilowatts into our system in the Augusta- 
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Aiken area, and. have already applied to the Defense Electric Power 
Administration for an allocation of materials to construct it. In 
cooperation with the Duke Power Co. we are prepared to extend the 
McCormick line to Greenwood, a distance of approximately 20 miles. 
This line would provide a connection with the Duke Power Co.’s 
system and with the system of Greenwood County Electric Power 
Commission (Buzzard Roost) and could deliver 50,000 kilowatts into 
this area. 

Therefore, by constructing only 22 additional miles of 110-kilovolt 
line, some 125,000 kilowatts of Clark Hill power can be absorbed into 
the systems of all public utilities operating in South Carolina for 
deliveries not only to Greenwood, but to other preference agencies 
in the service area, or into the systems of neighboring utilities. 

On May 18, 1951, the executive vice president of our company wrote 
the Acting Administrator of SEPA a letter in which he referred to 
SEPA’s announcement of a contract to sell 5,000 kilowatts to Green- 
wood, and reiterated our offer to wheel the power to Greenwood, 
setting forth the method by which this transmission could be 
made and the facilities which could be employed in the process; he also 
stated that Duke Power Co. had authorized him to state that they too 
would cooperate in this arrangement. A copy of this, as well as the 
other letters that will be subsequently mentioned, are annexed to this 
statement, and made a part hereof; they may be identified by their 
respective dates. 

On August 24, 1951, we received a letter from the Acting Adminis- 
trator of SEPA which indicated a misconstruction of our proposal 
regarding Greenwood and AEC wheeling, and also of our offer for 
over-all system-wide wheeling. In order to clarify this, on Septem- 
ber 6, 1951, we wrote SEPA a letter in which we again stated, in 
terms which left no room for doubt, that we would wheel power to 
Greenwood and the AEC project. Although a copy of his letter is 
attached, I quote two paragraphs of this letter in order to show the 
committee how unambiguous this offer was: 

Greenwood County Electric Power Commission: Our letter of May 18, 1951, 
was intended to constitute, and I believe it did constitute, an unequivocal offer 
by us to wheel power for SEPA from Clark Hill to Greenwood County. I hereby 
repeat that offer and by this I mean that we are prepared to make transmission 
facilities available for delivery of Clark Hill power for your account to your 
customer, Greenwood County. If, in your opinion, this can best be done by a 
direct line from Clark Hill to Greenwood County, we are prepared to comply 
with such condition by extending the 115-kilovolt line which we are now build- 
ing to MeCormick for the additional 20 miles to Greenwood. 

As we indicated in our letter of May 28, 1951, we believe that an appropriate 
handling charge for delivering Clark Hill power to Greenwood County would be 
1 mill per kilowatt-hour. This figure, however, is not quoted as an arbitrary 
amount and we are prepared to examine jointly with you the elements of cost 
involved and the volume of power which should be anticipated and arrive with 
you at a figure which both of us can adopt as fair and reasonable. 


Senator Haypen. What was the distance that you agreed to trans- 
mit. power ¢ 

Mr. McMerxrn. That was 50 miles for the 5,000 kilowatts, Senator. 

Senator ELLenpER. What answer did you get to that offer? 

Mr. McMeexr. That will be given later in my statement. 

Senator Ex.enpver. Did they propose to do it cheaper than you 
could ? 
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Mr. McMepkin. It is my understanding that Mr. Leavy, who is now 
Acting Administrator of the Southeastern Power Administration, 
testified before the House Subcommittee on Interior Appropriations 
that when the line is fully loaded they could transmit for about one- 
third of a mill. But if you bear with me for just a minute, you will 
see that the 1 mill was for 5.000, and we gave them every indication 
that if they would let us know how much power was needed, that the 
larger the volume, the cheaper our wheeling rate would be. 


CONFERENCE ON WHEELING OFFER 


Following this Slee of letters, a conference was held in Elber- 
| Ga., on September 13, 1951. At the outset we stated that we 

ealized that SEPA was anxious to settle the question of deliveries of 
power to Greenwood and any possible deliveries he might have to the 
AEC Savannah River project, and we thought they would like to get 
that settled before going into system- wide problems, as they would 
take considerable time due to their intricate nature. Mr. Creim’s reply 
to these overtures was that he did not wish to consider the Greenwood 
line separately from the system-wide picture. To this we replied that 
we thought that from Greenwood’s and SEPA’s viewpoint the Green- 
wood situation was pressing. Mr. Creim replied that the biggest deci- 
sion to make was whether or not the respective philosophies of SEPA 
and South Carolina Electric & Gas were such that an over-all contract 
was feasible. 

Subsequent to this conference we had several further conferences 
with officials of SEPA, each time urging the Administrator to accept 
our offer to let us wheel this power to Greenwood, but each time he 
stated he was only interested in an over-all agreement. During the 
course of these negotiations we resolved many of the problems in- 
volved. We further told SEPA that we would agree to wheel for 
the account of the Government to preference agencies. We do not 
feel this arrangement is desirable or necessary to carry out the intent 
of the Congress as expressed in the Flood Control Act of 1944, but 
agreed to it because we saw that otherwise all negotiations would 
be fruitless. 


GOVERNMENT OFFER 


SEPA offered to sell us certain blocks of power, but the number 
of ‘kilow att-hours that went with the kilowatts he offered to sell were 
so scanty—100 hours use per month for each kilowatt of capacity— 
that the power would have been of little or no value to us. SEPA 
also insisted that we sell them steam energy to firm up their hydro 
power, but the vast amounts of steam energy they wanted, and the 
conditions under which they wanted it clearly indicated that. they 
were going beyond a mere firming of their hy dro power : and actu: ally 
attempting to increase the capacity of their project beyond all rea 
sonable limits by purchasing power for resale from outside sources. 

It must be recognized that the amount of power a hydroplant 
can produce depends basically upon the amount of water that flows 
into its reservoir. “Firming up” of hydropower by steam plants and 
other sources does not increase the output of the hydroplant but merely 
increases the amount of power that can be sold at firm prices. The 
exchange of “off peak” and “on peak” for “firming up” purposes on an 
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appropriate kilowatt-hour basis, rather than for cash, is common 
practice in the utility industry. But SEPA did not want to exchange 
‘on peak” hydro for “off peak” steam—they wanted to purchase the 
steam power for cash. We questioned then, and we question now, 
their legal authority to do this. They are charged by section 5 of the 
Flood Control Act of 1944 (16 U.S. C. 1946 ed., sec. 825s) with the 
duty of transmittin and disposing of surplus power and energy gen- 
erated at reservoir projects under the control of the War Department. 
To go beyond this and purchase, for cash, power from other sources far 
beyond what could be reasonably termed as necessary to firm up their 
hydropower transcends, as we view it, the scope of their jurisdiction 
as fixed by the Congress. I would like to call your attention to the fact 
that SEPA has requested $500,000 for the purchase of power and 
rental of facilities; there is no breakdown showing how much is for 
rental of facilities, and how much is for purchase of power, but, 
judging from their negotiations with us, a substantial portion of this 
would go for purchase.of power. This procedure will put them as 
squarely in the power business as any privately owned public utility 
company. 


GOVERNMENT ACTION ON WHEELING OFFER 


At the last conference held to date between South Carolina Electric 
& Gas Co. and SEPA officials, November 13, 1951, Mr. Creim stated 
that due to conditions brought about by altered requests from Green- 
wood and from Santee-Cooper, the situation was now such that SEPA 
might not want a wheeling contract with South Carolina Electric & 
Gas Co. We understood that this change was due to demands for 
increased capacity by these two agencies, as well as by the fact that 
Greenwood had decided to construct its own lines. After a general 
discussion of contract proposals we again reiterated our willingness 
to go to system-wide w ok and repeated our offer as regarded the 
wheeling to Greenwood and the AEC Savannah River project, and 
asked SEPA to let us know if there were any change in any of the 
matters which caused them to say a wheeling agreement with us was 
no’longer necessary as we would still be anxious to resume negotiations, 
To date we have heard nothing further from them—that was Novem- 
ber 13, 1951—but have heard that, in spite of the congressional instruc- 
tion and our offer to wheel, they are now proceeding to acquire rights- 
of-way for the Greenwood line, and they are now asking a further 
appropriation of $869,500 for the line. 


GREENWOOD WHEELING MEMORANDUM 


Subsequent to the hearings before the House subcommittee in Feb- 
ruary of this year, we, in conjunction with Duke Power Co., com- 
menced negotiations with officials of the Greenwood County Electric 
Power Commission concerning these same facilities. These negotia- 
tions reached an apparently satisfactory culmination in a memoran- 
dum of understanding included in a letter, dated February 29, 1952, 
addressed by me to Mr. John B. Sloan, chairman of the Greenwood 
Power Commission, copies of which are submitted as exhibits to this 
statement. 

This understanding contemplated that Greenwood would construct 
a short section of line from Clark Hill to one of the transmission lines 
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owned by this company, which latter line reached to McCormick, at 
which point Greenwood would construct another line of approxi- 
mately 20 miles distance to Greenwood. This company and Duke were 
to participate in financing the part of the line to be built by Green- 
wood, 

Senator Exttenper. Greenwood is a cooperative ? 

Mr. McMeerxrn. Yes; it is a county power authority. 

SEPA, however, then told Greenwood that their demand charge 
would be the same at Greenwood as it was at Clark Hill—$0.75 per 
kilowatt. When this was offered, Greenwood naturally abandoned its 
contemplated arrangements with the private companies. 

In testifying before the House subcommittee, Mr. Leavy, the Acting 
Administrator of SEPA, made certain inaccurate statements; some of 
these inaccuracies concerned the proposed wheeling charge for de- 
liveries of power over our system to Greenwood. These misstate- 
ments may very well have been due to the fact that he was not present 
at the conference we had on November 13, 1951, with Mr. Creim, and 
was therefore not fully informed as to the status of negotiations. 

Now, Senator Ellender, I believe this will answer specifically your 
question of a moment ago. 


WHEELING CHARGES 


On March 17, 1952, we wrote Mr. Leavy a letter, a copy of which 
is submitted herewith as part of this testimony—and by the way, 
we have not had an answer to that letter—in which we pointed out 
the inaccuracies in his testimony insofar as they concerned the wheel- 
ing charge for this Greenwood line, and told him that the proposed 
figure of 1 mill per kilowatt-hour made by this company, in contrast 
to the Government cost of three-tenths of a mill per kilowatt-hour, 
had been made when we had little to go on to compute the amount of 

wer that would be wheeled and thought it would be around 5,000 

ilowatts. We further told Mr. Leavy that when Mr. Creim had 
told us on November 13 that deliveries would be as much as from 
20,000 to 30,000 kilowatts that we could quote a rate substantially 
lower than 1 mill for 20,000 kilowatts and close to one-half mill for 
30,000 kilowatts, one-half mill being the figure Mr. Creim had asked us 
to accept. We further told Mr. Leavy that Mr. Creim had indicated 
at this point that these quotations provided a range which offered 
a basis for arriving at an agreement, and had asked that the question 
be deferred for further negotiations. 

Mr. Leavy’s testimony now indicates that the deliveries would be 
in excess of 30,000 kilowatts, and on this basis we can negotiate for 
a wheeling charge substantially lower than one-half mill per kilowatt- 
hour—and we so advised Mr. a in our letter of March 17. 

I have devoted so much time to discussing this Greenwood line with 
you because we believe that it shows the determination of SEPA to 
construct their lines regardless of offers by others to wheel, and with- 
out consideration for the expressed desire of the Congress, the cost to 
the taxpayers, or the waste of critical manpower and materials 
needed by the national defense program. As to the other lines pro- 

d for our service area, we can but reiterate our ability and will- 
ingness to wheel on a system-wide basis. 
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Senator E.tenper. Before you go into that, for what price did the 
representatives of SEPA say they could transmit this power? 

Mr. McMrexin. Mr. Leavy’s testimony before the House commit- 
tee was to the effect that they could wheel—when the line was fully 
loaded, which would be maybe 50,000, 60,000 or 70,000 kilowatts—for 
about one-third of a mill. 

Senator Extenper. Could you do it for that price? 

Mr. McMerxin. We offered to do it for less than a half mill, but 
they never would tell us, Senator, how much power. The more power 
we would wheel, the cheaper the rate. For every amount they gave us, 
we gave them a definite rate. 

Senator Extenper. Are you proposing to wheel it as cheaply a 
SEPA could? 

Mr. McMeexrn. Yes. 

Senator Ettenper. Depending on the amount that passed through 
the line? 

Mr. McMeexrn. Yes; we think we can. 

Senator Eutenper. You say youthink youcan. Can you? 

Mr. McMrexw. Yes; we offered to do so. 

Senator ELtenper. And you are willing to do so? 

Mr. McMerxrn. Yes. 

Senator ELtenper. How much money has been so far spent on the 
erection of this proposed line by the Government ? 

Mr. McMerxin. We believe that very little has been spent, and I 
base that on the testimony given before the House committee, I believe 
by Mr. Leavy, who testified that some right-of-way had been pur- 
chased, and some surveying had been done, but no actual construction 
work started. 

Senator ELtenper. No posts have been set? 

Mr. McMerxrn. That is right, and no wire strung. 

Senator Extenper. Is the location chosen by SEPA the one that 
you would build over? 

Mr. McMerexrn. Practically so. It would be the same general 
direction. 

Senator Eitenper. Are you in a position to say whether or not if 
the Government has spent money to purchase the right-of way, you 
would refund that money ? 

Mr. McMeexrn. I do not believe our right-of-way would follow 
exactly theirs, because we go by McCormick, a town we are now 
serving, and our line to Greenwood would be from there. 

Senator ELtenper. Then your answer would be “No.” 

Mr. McMerxrn. No. 


BUDGET REQUEST FOR CLARK HILL-GREENWOOD LINE 


Senator Etitenper. And that eight-hundred-some-odd-thousand 
dollars they are asking for, is that presumably to complete the line 
and put it in operation ? . 

Mr. McMerkrn. Yes; the original estimate was something over a 
million dollars, I believe. Last year’s appropriation gave them about’ 
$318,000. Now they are asking for the balance to complete the line. 

Senator Exxenver. Is that one of the cases, Senator Hayden, 
wherein a certain amount was appropriated and not to be used ? 

Senator Haypen. That was the directive. 
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Mr. McMerxrn. It was specifically directed. 

Senator Extenver. Before SEPA proceeded to purchase this right- 
of-way, had you made this concrete offer that you refer to? 

Mr. MeMerxin. We had. 

Senator ELLenprer. Would you interpret your offer to mean that 
depending on the amount of power that is transmitted, that your 
charges would be as low as what the Government itself could do it for ¢ 

Mr. McMerxtn. We stated, Senator, that it would be less than a 
half mill. We did at that time know that the Government had esti- 
mated one-third of a mill, I believe, when the line was loaded. 

Senator E..tenper. That is, if they use it to transmit a large amount 
of electricity. 

Mr. McMerxin. Yes. 

Senator ELLENDER. But assuming 5,000 and thén 30,000 and 70,000, 
the cost of transmission would naturally be much less if you use 
it to capacity. 

Mr. McMerxin. That is right. We had negotiated that point with 
Mr. Creim, and Mr. Creim told us that he believed that since we 
had agreed to wheel for half a mill for 30,000, that he felt that we 
had reached the basis of an agreement. He was satisfied with the 
wheeling charge. 

Senator ELLeNpER. What about anything above 30,000? Did you 
make any provision in case you reached 70, 000? 

Mr. McMerxrn. We told them that if larger quantities were 
wheeled, the rate would be even less than half a mill. 

Senator EvteNper. And your offer was concrete ? 

Mr. McMerrextin. Yes; and we were told that we were practically 
in agreement. It was immediately after that that they told us that 
“since our last negotiation with you we have had offers from Santee- 
Cooper, and Buzzard Roost, for increased quantities of power which 
would take up all of the power that we have for sale in South Caro- 
lina, and we now do not think we want to enter into any type of 
agreement with you because we may not have any power to wheel. 
If that condition changes, we will be in touch with you.” We have 
not heard from them until this date, not one word. 

The questions you have asked, Senator, covered the balance of my 
testimony, I think. 


GOVERNMENT OFFER TO SELL POWER TO GREENWOOD 


Senator Haypen. There is one thing that I cannot quite under- 
stand, and that is you say the Southeastern Power Administr: ation 
originally told Greenwood that they would have to pay 75 cents per 
kilowatt-hour at Clark Hill. Then’ they subsequently told them that 
they would deliver the power over the line constructed by the Gov- 
ernment to them at Greenwood at 75 cents. How do you account for 
that change ? 

Mr. McMeexrn. I understand that their first offer was 90 cents a 
kilowatt, Senator. 

Senator Haypen. Ninety cents delivered ? 

Mr. McMerrxin. Yes. 

Senator Haypen. On the other hand, if Greenwood came _ to 


get it 
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Mr. McMerxrn. And then they were to sell it to them at the bus 
bar for 75 cents a kilowatt, and 4 mills energy charge. The next thing 
we knew was that SEPA had issued instructions that SEPA was to 
build that line, and that they were going to give them the.same rate 
at the city limits as they would make to them at the bus bar. 

Senator Haypen. Where would they obtain the revenue to pay for 
the line? That is what I am interested in. 

Mr. McMeerxrn. I cannot answer that either. 

Senator Haypen. The price of power where it is generated and the 
price at the end of the transmission line certainly cannot be the same. 

Mr. McMrexry. That is when Greenwood decided that there was 
not any need for them to build a line themselves. 

Senator Ettenper. That may be the honey in the beehive. 

Senator Haypen. I do not know. We will find out. 

Mr. McMeexrn. Well, they offered them the same rate whether 
they spend a million dollars or do not spend a million dollars. 

Senator ELitenper. That is an illustration of the extent to which 
they are willing to go to try and gain that point. 

Mr. McMeexry. I tell you, gentlemen of this committee, as I have 
told you before, we have done everything we know to do to try to 
reach a wheeling agreement with SEPA, and I am about to come to 
the conclusion that it is not possible. 

Senator Haypen. We thank you for your statement. Your entire 
statement will be placed in the record at this point. 

Mr. McMeexrn. Thank you, sir. 

(The statement referred to follows :) 


STATEMENT OF S. C. MCMEEKIN, PRESIDENT OF THE SouTH CAROLINA ELEcTRIC & 
Gas Co. IN CONNECTION WITH REQUESTS OF THE SOUTHEASTERN POWER ADMINIS- 
TRATION FOR APPROPRIATIONS To CoNsSTRUCT TRANSMISSION LINES 


My name is 8. C. McMeekin; I reside at 1915 Pendleton Street, Columbia, S. C., 
and am president of the South Carolina Electric & Gas Co. This company is a 
privately owned utility company, operating in 23 counties in the central and 
southwestern portions of the State of South Carolina. It is engaged in an electric- 
distribution business in all of these counties; distributes manufactured gas in 
the cities of Columbia and Charleston, and operates an urban transportation 
system in these cities and the areas adjacent thereto. This company has total 
assets of $113,423.473.73, and had a gross revenue for the year 1951 of $22,644, 
314.12, of which 81.2 percent was from the electric operations. The company 
accrued for taxes during the year of 1951 the sum of $3,723,778.32, of which over 
$1,533.379 represented accruals for Federal taxes. The company served 132,612 
electric customers and a population of approximately 750,000 people as of 
December 31, 1951. 

It is a South Carolina corporation in no way owned or controlled by a holding 
comrany, as is shown by the fact that its stock is held by approximately 30,000 
small stockholders who reside in every State of the United States. The largest 
stockholder has less than 2 percent of the outstanding stock. All of its 14 direc- 
tors are South Carolina people residing in South Carolina. 

Our purpose in coming before you today is as it was when we appeared before 
your honorable committee last year, not an attempt to hinder the Southeastern 
Power Administration (SEPA) in the performance of the duties for which we 
believe it was created, but rather to furnish you with the information which 
we believe will show that the appropriation requested by SEPA is for the design 
and construction of transmission lines which are not required or necessary in 
the performance of its duty and, further, that a portion of these funds, if used 
as indicated in SEPA’s request, will be in violation of a clear intention of the 
Congress that the line for whiche they are intended should not be built if a 
satisfactory wheeling arrangement could be made for the transmission of the 
power involved. We believe the information we will give you will clearly show 
this. 
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We are confident there is a way by which SEPA can more profitably market its 
power, make unnecessary the vast expenditure of Federal funds that its present 
plans will require, and also obviate the conditions mentioned above. 

Before giving you the basis of our position in this matter it may be helpful 
to first call your attention to the peculiar position confronting our South Caro- 
lina company. It is not only confronted with the construction of the planned 
SEPA lines, but also by competition from a vast system of high voltage trans- 
mission lines the Central Electric Power Cooperative, Inc., in conjunction with 
South Carolina Public Service Authority (Santee-Cooper), now has under con- 
struction through most of South Carolina. Moneys were allocated by the Rural 
Electrification Administration for this construction and the work is almost com- 
plete. While we have earnestly and sincerely contended, and still do, that these 
lines duplicate the lines that are now rendering an adequate service in our 
State and are therefore absolutely unnecessary to serve the area, we again 
respectfully call your attention to the fact that they nevertheless furnish addi- 
tional reasons to make unnecessary the construction of the SEPA lines here in 
question. 

We would now direct your attention to a map marked “Exhibit A,” which 
shows the existing transmission lines delineated in black, the location of all 
generating plants in the State, and how all the transmission systems (public and 
private) are interconnected. The area served by our company is shaded blue. 

_ What we believe to be the plan for the high-voltage lines of the Central Electric 
Power Cooperative, Inc., is shown in red and the transmission lines presently 
proposed by SEPA are shown in green. Please note that we have included 
such a SEPA line from Clark Hill to Aiken; we are not certain whether SEPA’s 
request for funds for this point is to construct a transmission line or for some 
other purpose, but funds have been requested for construction at or to Aiken. 
Yellow circles mark the 75 or more locations at which distributing cooperatives 
(REA) purchase power wholesale from the transmission lines that cover the 
State. 

The company’s generating facilities consist of four hydroelectric plants having 
a total eapacity of 178,230 kilowatts, and three steam plants which have a total 
name-plate capacity of 176,500 kilowatts. In addition to this, the company’s 
wholly owned subsidiary, the South Carolina Generating Co., now has under 
construction a new steam plant on the Savannah River near Beech Island, 8. C. 
The presently planned capacity of the plant consists of four 75,000-kilowatt units, 
making a total name-plate capacity of 300,000 kilowatts. The first unit will be 
available for service in the second quarter of 1953 and the second unit will be 
available for service in the third quarter of 1953. Our total capacity as of the 
end of 1953 will amount to 504,730 kilowatts. 

We have completed the construction of a 110-kilovolt transmission leop from 
Charleston to the Augusta-Aiken area. This will augment the substantial 110- 
kilovolt transmission grid now covering our service area. 

There are substantial interconnections at various points with the transmission 
systems of all neighboring utilities, namely the Georgia Power Co., the Duke 
Power Co., and the Carolina Power & Light Co., as well as the South Carolina 
Public Service Authority (Santee-Cooper). 

The company’s generating and transmission facilities are more than adequate 
for the needs of the area which it serves. It has always kept ahead of these 
requirements and it is our intention to continue to do so. 

The Clark Hill project is located on the Savannah River approximately 
15 miles above the Stevens Creek hydro plant of this company. The Stevens 
Creek plant is connected with the company’s system by two 110-kilovolt lines 
terminating in Charleston, Columbia, and at our Saluda hydro development, 
respectively. 

Last year SEPA requested funds leading to the construction of the lines de- 
lineated on exhibit A in green. I appeared before this committee to state that 
the construction of these lines would be a needless duplication of existing facil- 
ities and a waste of millions of dollars of the taxpayers’ money, labor, and 
scarce material needed for national defense. I pointed out that ever since the 
early days of the Clark Hill project our company had offered to purchase or 
transmit Clark Hill power; to this end see our letter of March 8, 1949, to the 
Chief of the Department of Interior’s Power Division, and also our letters of 
August 19 and December 5, 1950, and February 22 and 28, 1951, to the admin- 
istrator of SEPA, copies of which letters are attached to this statement and 
inade a part hereof. 
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After these hearings the Congress allocated certain funds (namely $318,500) 
for SEPA for its line to Greenwood, but attached to that appropriation the 
specific prohibition that the funds: 

“Are not to be used if Southeastern Power Administration and the public 
utility companies in the area concerned can enter into wheeling agree- 
ments * * * for the transmission of power from Clark Hill Dam to Green. 
wood, S.C. * * * the committee, therefore directs the Southeastern Power 
Administration and the Secretary of the Interior to exhaust every possible effort 
to obtain proper wheeling agreements before utilizing the funds recommended 
for the above-mentioned facilities” (S. Rept. No. 499, 82d Cong., 1st sess., p. 4), 

We have continued our previous offers to SEPA to wheel power for it, includ. 
ing power to Greenwood, and we have had many negotiations by conferences 
with SEPA officials which we hoped would result in definitive wheeling con- 
tracts. We have existing transmission facilities over which we can wheel the 
power, but have offered, in the Greenwood case, if SEPA should prefer it, to 
construct additional facilities at no cost to the Government over which they can 
make the deliveries direct to Greenwood. 

We will have built a 110-kilovolt line from our Stevens Creek plant north 
to McCormick, to provide for the load growth in the McCormick-Calhoun Falls 
area, by the time that the Clark Hill project is placed into operation. This line 
will pass within 2 miles of the Clark Hill project; we are prepared to build 
this 2-mile tap line which could deliver 75,000 kilowatts into our system in the 
Augusta-Aiken area, and have already applied to the Defense Electric Power 
Administration for an allocation of materials to construct it. In cooperation 
with the Duke Power Co. we are prepared to extend the McCormick line to 
Greenwood a distance of approximately 20 miles. This line would provide a 
connection with the Duke Power Co.’s system and with the system of Green- 
wood County Electric Power Commission (Buzzard Roost) and could deliver 
50,000 kilowatts into this area. 

‘vherefore, by constructing only 22 additional miles of 110-kilovolt line, some 
125,000 kilowatts of Clark Hill power can be absorbed into the systems of all 
public utilities operating in South Carolina for deliveries not only to Greenoood. 
Lut to other preference agencies in the service area, or into the systems of 
neighboring utilities. 

On May 18, 1951, the executive vice president of our company wrote the Acting 
Administrator of SEPA a letter in which he referred to SEPA’s announcement of 
a contract to sell 5,000 kilowatts to Greenwood, and reiterated our offer to wheel 
the power to Greenwood, setting forth the method by which this transmission 
could be made and the facilities which could be employed in the process; he also 
stated that Duke Power Co. had authorized him to state that they, too, would 
cooperate in this arrangement. A copy of this, as well as the other letters that 
will be subsequently mentioned, are annexed to this statement and made a part 
hereof ; they may be identified by their respective dates. 

On August 24, 1951, we received a letter from the Acting Administrator of 
SEPA which indicated a misconstruction of our proposal regarding Greenwood 
and AEC wheeling, and also of our offer for over-all system-wide wheeling. In 
order to clarify this, on September 6, 1951, we wrote SEPA a letter in which we 
again stated, in terms which left no room for doubt, that we would wheel power 
to Greenwood and the AEC project. Although a copy of this letter is attached, 
I quote two paragraphs of this letter in order to show the committee how unamn- 
biguous this offer was: 

“Greenwood County Electric Power Commission.—Our letter of May 18, 1951, 
was intended to constitute, and I believe it did constitute, an unequivocal offer 
ty us to wheel power for SEPA from Clark Hill to Greenwood County. I hereby 
repeat that offer and by this I mean that we are prepared to make transmission 
facilities available for delivery of Clark Hill power for your account to your 
customer, Greenwood County... If, in your opinion, this can best be done by a 
direct line from Clark Hill to Greenwood County, we are prepared to comply 
with such condition by extending the 115-kilovolt line which we arte now building 
to McCormick for the additional 20 miles to Greenwood. 

“As we indicated in our letter of May 28, 1951, we believe that an appropriate 
handling charge for delivering Clark Hill power to Greenwood County would be 
1 mill per kilowatt-hour. This figure, however, is not quoted as an arbitrary 
amount and we are prepared to examine jointly with you the elements of cost 
involved and the volume of power which should be anticipated and arrive with 
you at a figure which both of us can adopt as fair and reasonable.” 
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Following this exchange of letters, a conference was held in Elberton, Ga., 
on September 13, 1951. At the outset we stated that we realized that SEPA was 
anxious to settle the question of deliveries of power to Greenwood and any 
possible deliveries he might have to the AEC Savannah River project, and we 
thought they would like to get that settled before going into system-wide prob- 
lems, as they would take considerable time due to their intricate nature. Mr. 
Creim’s reply to these overtures was that he did not wish to consider the Green- 
wood line separately from the system-wide picture. ‘To this we replied that we 
thought that from Greenwood’s and SEPA’s viewpoint the Greenwood situation 
was pressing. Mr. Crein replied that the biggest decision to make was whether 
or not the respective philosophies of SEPA and South Carolina Electric & Gas 
were such that an over-all contract was feasible. 

Subsequent to this conference we had several further conferences with officials 
of SEPA, each time urging the Administrator to accept our offer to let us wheel 
this power to Greenwood, but each time he stated he was only interested in an 
over-all agreement. During the course of these negotiations we resolved many 
of the problems involved. We further told SEPA that we would agree to wheei 
for the account of the Government to preference agencies. We do not feel this 
arrangement is desirable or necessary to carry out the intent of the Congress 
as expressed in the Flood Control Act of 1944, but agreed to it because we saw 
that otherwise all negotiations would be fruitless. 

SEPA offered to sell us certain blocks of power, but the number of kilowatt- 
hours that went with the kilowatts he offered to sell were so scanty—100 hours 
use per month for each kilowatt of capacity—that the power would have been 
of little or no value to us. SEPA also insisted that we sell them steam energy to 
firm up their hydropower, but the vast amounts of steam energy they wanted, and 
the conditions under which they wanted it clearly indicated that they were going 
beyond a more firming of their hydropower and actually attempting to increase 
the capacity of their project beyond all reasonable limits by purchasing power 
for resale from ouside sources. 

It must be recognized that the amount of power a hydroplant can produce 
depends basically upon the amount of water that flows into its reservoir. Firm- 
ing up hydropower by steam plants and other sources does not increase the 
output of the hydroplant but merely increases the amount of power that can be 
sold at firm prices. The exchange of “off peak” and “on peak” for “firming up” 
purposes on an appropriate kilowatt-hour basis, rather than for cash, is common 
practice in the utility industry. .But SEPA did not want to exchange “on peak” 
hydro for “off peak” steam—they wanted to purchase the steam power for cash. 
We questioned then, and we question now, their legal authority to do this, They 
are charged by section 5 & the Flood Control Act of 1944 (16 U. S. C. 1946 ed. see. 
S25s) with the duty of transmitting and disposing of surplus power and energy 
generated at reservoir projects under the control of the War Department. To go 
beyond this and purchase, for cash, power from other sources far beyond what 
could be reasonably termed as necessary to firm up their hydropower transcends, 
as we view it, the scope of their jurisdiction as fixed by the Congress. I would 
like to call your attention to the fact that SEPA has requested $500,000 for the 
purchase of power and rental of facilities; there is no breakdown showing how 
much is for rental of facilities, and how much is for purchase of power, but, judg 
ing from their negotiations with us, a substantial portion of this would go for 
purchase of power. This procedure will put them as squarely in the power 
business as any privately owned public utility company. 

At the last conference held to date between South Carolina Electric & Gas 
Co, and SEPA officials, November 13, 1951, Mr. Creim stated that due to conditions 
brought about by altered requests from Greenwceod and from Santee-Cooper, the 
situation was now such that SEPA might not want a wheeling contract with 
South Carolina Electric & Gas Co. We understood that this change was due to 
demands for increased capacity by these two agencies, as well as by the fact that 
Greenwood had decided to construct its own line. After a general discussion of 
contract proposals we again reiterated our willingness to go to system-wide 
wheeling and repeated our offer as regarded the wheeling to Greenwood and the 
AEC Savannah River project, and asked SEPA to let us know if there were any 
change in any of the matters which caused them to say a wheeling agreement 
with us was no longer necessary as we would still be anxious to resume negotia- 
tions. To date we have heard nothing further from them—that was November 
18, 1951—but have heard that in spite of the congressional instruction and our 
offer to wheel, they are proceeding to acquire rights-of-wav for the Greenwood 
line, and they are now asking a further appropriation of $869,500 for the line. 
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Subsequent to the hearings before the House subcommittee during February 
of this year, we, in conjunction with Duke Power Co., commenced negotiations 
with officials of the Greenwood County Electric Power Commission concerning 
these same facilities. These negotiations reached an apparently satisfactory 
culmination in a memorandum of understanding included in a letter dated Feb- 
ruary 29, 1952, addressed by me to John B. Sloan, chairman of the Greenwood 
Power Commission, copies of which are submitted as exhibits to this statement. 

This understanding contemplated that Greenwood would construct a short 
section of line from Clark Hill to one of the transmssion lines owned by this 
company, which later line reached to McCormick, at which point Greenwood 
would construct another line of approximately 20 miles distance to Greenwood. 
This company and Duke were to participate in financing the part of the line to 
be built by Greenwood. . 

SEPA, however, then told Greenwood that their demand charge would be 
the same at Greenwocd as it was at Clark Hill—75 cents per kilowatt. When 
this was offered, Greenwood naturally abandoned its contemplated arrangements 
with the private companies. 

In testifying before the House subcommitee, Mr. Leavy, the Acting Adminis- 
trator of SEPA made certain inaccurate statements; some of these inaccuracies 
concerned the proposed wheeling charge for deliveries of power over our system 
to Greenwood. These misstatements may very well have been due to the fact 
that he was not present at the conference we had on November 13, 1951, with 
Mr. Creim, and was therefore not fully informed as to the status of negoti- 
ations—in which we pointed out the inaccuracies in his testimoney insofar as 
they concerned the wheeling charge for this Greenwood line, and told him that 
the proposed figure of 1 mill per kilowatt-hour made by this company, in con- 
trast to the Government cost of three-tenths of a mill per kilowatt-hour had 
been made when we had little to go on to compute the amount of power that 
would be wheeled and thought it would be around 5,000 kilowatts. We further 
told Mr. Leavy that when Mr. Creim had told us on November 13 that deliveries 
would be as much as from 20,000 to 30,000 kilowatts that we could quote a rate 
substantially lower than 1 mill for 20,000 kilowatts and close to one-half a mill 
for 30,000 kilowatts, a one-half mill being the figure Mr. Creim had asked us to 
accept. We further told Mr. Leavy that Mr. Creim had indicated at this point 
that these quotations provided a range which offered a basis for arriving at an 
agreement, and had asked that the question be deferred for further negotiations. 

Mr. Leavy’s testimony now indicates that the deliveries would be in excess of 
30,000 kilowatts, and, on this basis, we can negotiate for a wheeling charge sub- 
stantially lower than one-half a mill per kilowatt houm—and we so advised Mr. 
Leavy in our letter of March 17. 

I have devoted so much time to discussing this Greenwood line with you 
because we helieve that it shows the determination of SEPA to construct their 
lines regardless of offers by others to wheel, and without consideration for the 
expressed desire of the Congress, the cost to the taxpayers, or the waste of 
critical manpower and materials needed by the national defense program. As 
to the other lines proposed for our service area, we can but reiterate our ability 
and willingness to wheel on a system-wide basis. 

To summarize: 

SEPA refused to negotiate further with the private companies as it had been 
required to do by the Congress by saying that Greenwood County intended 
to build the line itself. SEPA then announced that it was going to construct 
the line itself. When Greenwood entered into arrangements with the private 
companies to build the line, SEPA put itself back in the construction position by 
cutting the price at which it proposed to sell the power to the county. This 
line of action does not appear to us to be consistent with that stipulated by the 
Congress. 

We feel that we have offered SEPA fair opportunities of carrying out the 
expressed mandate of Congress to enter into satisfactory wheeling agreements 
to obviate the construction of this line, but that SEPA has willfully chosen to 
disregard this mandate and has gone ahead with its plans regardless thereof. 

As to the adequacy and dependability of power for our service area, we cite 
the fact that the South Carolina Electric & Gas Co. is supplying all of the con- 
struction power needed to build the important Savannah River project. The 
company has also given the proper officials every assurance that it is ready and 
willing to meet all of the operating power requirements of this project. Con- 
tinuity of service is vital to the Savannah River project. In addition to the 
normally adequate reserves available from our system, we have, as protection 
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against extreme emergencies, received written assurances from all of our neigh- 
boring utilities that they will pool all of their reserves with our system during 
such emergencies. We have also offered to bring over our facilities any power 
that may be available from Santee-Cooper and Clark Hill for this project. 

I would also like to point out that there is not, nor has there ever been, nor, 
as far as we can tell within the foreseeable future will there ever be a shortage 
of power in our service area. Two large plants in the Charleston area were shut 
down due to a shortage of power on the part of their supplier, the South Caro- 
lina Public Service Authority (Santee-Cooper), a State-owned public power 
authority, but there was ample power available in the area to supply them, and 
we in fact offered to sell such power to supply them. 

It has been exceedingly discouraging to negotiate with SEPA in an effort to 
work this problem out, and have them disregard our offers, such disregard being 
not only for our offers, but also of a congressional mandate. Department of 
the Interior agencies have said that unless you give them appropriations to con- 
struct transmission lines that private companies will not negotiate with them. 
We have contended that this is not true and we believe that our evidence clearly 
shows that SEPA, at least, will not enter into a contract with the private com- 
panies as long as funds are available for SEPA to build the lines. We earnestly 
request you to withdraw the unspent portion of SEPA’s fiscal year 1952 ap- 
propriations for $318,500 for the Greenwood line, and to refuse to appropriate 
any further sums for this or other lines for which moneys have been asked. 

The argument has been advanced that if you do not appropriate the requested 
funds, you will be throwing away the $318,500 appropriated last year. To be- 
gin with this is a fatuous argument; should Congress appropriate over $850,000 
to an agency merely because that agency has spent over $300,000 not only un- 
wisely but in direct opposition to the expressed will of Congress? Further, 
the appropriation has not been spent. The House was either not fully informed, 
or was under a misapprehension on this point—and the assumption that this 
money had been spent seemed to be one of the chief arguments motivating the 
appropriation of an additional sum for fiscal year 1952-53 (Congressional Record, 
vol. 98, No. 50, pp. 3015 and 3016). This assumption is incorrect. The Acting 
Administrator of SEPA, Mr. Charles W. Leavy, himself testified on January 15, 
1952, in regard to the Greenwood line: 

“We have performed some preliminary design work. We have done some line 
location work, and we are ready to start surveys on it” (pt. I, hearings before 
the subcommittee of the Committee on Appropriations, House of Representatives, 
82d Cong., 2d sess., p. 33). : 

Also, Mr. Moore, manager of the Greenwood County Electric Power Commis- 
sion testiiied on February 4 in the same matter: 

“Mr. Kirvin. How much of the line is built now? 

“Mr. Moore. As to the construction program, none of it is built now. 

“Mr. Krrvin. None of it? 

“Mr. Moore. No, sir; none of it is built. 

* on * * 

“Just a survey has been made. 

. * * a * « * 

“And there has been some land acquirement” (pt. 4, hearings before the sub- 
committee of the Committee on Appropriations, S2d Cong., 2d sess., p. 1394). 

Again, let me thank you for your courteous and considerate hearing in this 
matter. 


SoutH CaronIna Exrectric & Gas Co., 
Columbia, S. C., March 8, 1949. 
Mr. WALTER SEYMOUR, 
Chief of Power Division, Department of the Interiar, 
Washington, D. C. 

Dear Mr. SkyMour: Knowing that the Clark’s Hill hydroelectric project on the 
Savannah River is now under constructicn and believing that some part of the 
electric power output of that plant will be available for use by the people of our 
State, we wish to advise you that this company and its subsidiary, South Carolina 
Power Co., Charleston, S. C., stand willing and ready to purchase, when available, 
any part or all of that project’s power allocated to South Carolina. 

Both companies are willing to provide the necessary transmission facilities 
for transmitting the power throughout the service area of both companies to 
public power agencies within the State, to rural cooperatives, and to neighboring 
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utility companies. The present network of high-voltage transmission lines. coy- 
ering our State, with the addition of a few minor extensions, particularly in 
the Clark’s Hill project area, has adequate capacity to properly distribute to 
the people of our State the project’s entire output or any part of the power that 
may be allocated as South Carolina’s share. 

We are confident that details as to rates and the handing of power for coopera- 
tives and other publicly owned power bodies, which may have special priority, 
can be satisfactorily resolved. 

We will be glad to open negotiations for the purchase and handling of any part 
of this power at your convenience. In the event your Department is not at this 
time ready to begin planning the distribution of Clark’s Hill electric power, we 
will appreciate your giving us an opportunity to discuss this matter with you 
when such discussions are in order. 

Very truly yours, 
8S. C. McMErKIn, President. 





SoutH CAROLINA ELectric & GAs Co., 
Charleston, S. C., August 19, 1950. 
Mr. Ben W. CREM, 
Administrator, Southeastern Power Administration, 
Elberton, Ga. 


Dear Mr. Crerm: I was glad of the opportunity to meet you and discuss some 
of the matters of mutual interest in connection with the marketing of Clark 
Hill power. é 

Our company serves 117,000 electric customers located in 23 counties in central 
and southeastern South Carolina. We have always provided an adequate and 
dependable supply of power for all of our customers and we now have adequate 
generating and transmission facilities to meet all of the power needs within our 
service area. We are, however, interested in purchasing from your agency any 
amount of the Clark Hill generation that may be allocated to South Carolina. 
I would like you to consider this letter as our application for any allotment of 
Clark Hill power you may be in position to contract with us for. 

You will recall that we had some discussion about the construction of trans- 
mission lines. Our company has adequate transmission facilities to presently 
provide for the area it serves and stands ready at all times to build such addi- 
tional facilities as may be necessary in the future, including such lines as might 
be required to bring Clark Hill power to market in the area we serve. 

You asked us for an estimate of our expected load in 1953 and its dispatch, 
and also for typical daily load curves. This information is not yet available but 
we will send it to you when it is completed. 

We understand that you are just getting your organization together and just 
getting started with this marketing problem. However, we would be glad to 
have such comments as you can make now and we are ready to discuss this 
matter with you just as soon as you are in a position to do so. 

Very truly yours, 
E. L. GoDSHALK. 


Soutw Carolina Exvecrric & Gas Co., 
Columbia, 8. C., December 5, 1950. 


Mr. Ben A. CREIM, 
Administrator, Southeastern Power Administration, 
Elberton, Ga. 

DEAR Mr. Cretm: Since the beginning of the construction of the Clark. Hill 
project, we have made known to your Department our willingness to purchase 
and/or transmit any part or all of the project’s power which may be allocated to 
South Carolina. In this connection there is attached hereto a copy of a letter 
we addressed to the Chief of the Power Division, Department of. the Interior, 
under date of March 8, 1949. 

You will recall that during July of this year Mr. E. L. Godshalk, executive 
vice president of this company, and the writer met with you in your office at 
E)berton, at which time we again assured you of our willingness to handle any 
part or all of the Clark Hill project’s power within our service area, as well 
as for transmission to neighboring utilities. As a result of this conference you 
furnished us with a contract form which we now have for consideration. 
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We will pay for this power whatever the Federal Power Commission may 
determine to be a fair and equitable rate, taking into consideration the Govern- 
ment’s investment in electrical facilities in what they may determine to be a 
prudent period pursuant to the provisions of section 5 of the Flood Control Act 
of 1944. 

While we do not feel that there is any justifiable basis or principle for one 
class of consumer being accorded preferential treatment as to rates for electric 
eurrent over another class of consumer, when the investment on the Govern- 
ment’s part makes them as taxpayers equal partners in the undertaking, we 
will nevertheless agree to deliver and sell to any of the RBA local co-ops in 
our service area at present locations or new locations that may be later agreed 
upon, and also to Santee-Cooper and to new defense projects, not now being 
served, having connected loads of 500 kilowatts or more in our service area, the 
amount of power the Government may agree to make available to them at the 
same price we are charged for this power plus a necessary increment to cover 
the cost of transmission and utilization of facilities which we own and which 
may be devoted to this use, and the cost of energy losses which may be inci- 
dental to such transmission. Payment for such losses and utilization of fa- 
cilities is to be made in kilowatts and/or kilowatt hours from Government-owned 
hydroelectric power developments. 

The balance of the power purchased will be delivered to the other customers 
of our company at the company’s rates which are determined by the proper 
regulatory body, whose attention will be direeted to any advantages which may 
accure to our company by virtue of our purchase of this power. In this manner 
full compliance, both in spirit and fact, with the provisions of section 5, Flood 
Control Act of 1944, providing for the disposal of the power in such a manner 
as to provide for the most widespread use, will have been attained. 

We believe this is a fair and equitable proposal, and that it will result in mar- 
keting the project’s power sooner after production begins, and reaching a greater 
number.of persons, than would be the case of the Southeastern Power Adminis- 
tration undertock to perform the entire job. 

We know that it will result in virtually eliminating the expenditure by the 
Government of vast sums in money, Manpower and strategic materials, and will 
require comparatively little expenditure of these vital national assets on the 
part of the company. 

We are further convinced that such a proposal as this from a utility com- 
pany in the area will result in the maximum return to the project because such 
a company can more easily and advantageously integrate the secondary produc- 
tion into its system than can any other arrangement. 

We would, with the view of determining the details and mechanics necessary 
to effectuate the foregoing proposal, be glad to discuss with you at your con- 
venience, but in the meantime please consider this to be a firm offer subject to 
the stipulations herein contained. 

Attached hereto you will find copy of a letter which we have this date ad- 
cressed to the Director of the Bureau of the Budget. 

Very truly yours, 
Tl. A. Buspy, 
Vice President. 


SouTtH CarcLiNna Evecrric & GAs Co., 
Charleston, S. C., February 22, 1951. 
Mr. Ben W. CreEIM, 
Administrator, Southeastern Power Administration, 
Elberton, Ga. 

Dear Mk. CreEIM: Upon my return to the office after an absence of 10 days, I 
found your letter of February 8, 1951 transmitting six copies of a draft of a pro- 
posed contract dated January 26, 1951. 

We believe that it is desirable for us to confirm the conversation that Mr. 
Busby and I had with you and your associates, in regard to the prospective sup- 
plying of power for the Savannah River project of the Atomic Energy Commis- 
sion, on the occasion of our visit to your office on January 19, 1951. 

We stated that the entire project lies wholly within our service area and that 
while the du Pont Co. had asked us to give them proposals covering a number 

98400—52-—-—-70 
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of different situations from supplying all of the power from our system to that 
of supplying a portion of it, we felt that in the interest of the conservation of 
critical materials a portion of the power for the project would be supplied from 
the Clark Hill hydro plant. 

In the light of this prospect and because of our interconnections and agree- 
ments with neighboring utility companies, we offered to buy Clark Hill power for 
the duration of the emergency and to integrate its operation with that of a steam 
plant to be constructed by us adjacent to the project site, the first 75,000-kilowatt 
unit being on order and delivery promised August 1952, and to build the necessary 
transmission lines from the Clark Hill plant to the project site; and stated that 
in any event we were willing to supplement our transmission system with such 
construction as would be necessary to deliver such portion of Clark Hill power 
as may be allocated to this load. 

We further agreed that it is desirable for our engineers to get together with 
your engineers at a time mutually satisfactory for a discussion of the problems 
of integration of the operation of Clark Hill with the capacities of our system, 
existing and under construction, and also with the capacities of our neighboring 
utility companies through present interconnections and those Which may be built, 
to the end that the project would be adequately served and properly supported 
in the event of emergencies. 

We have just completed a calculating-board study of this problem with its 
many ramifications, and our engineers are prepared to talk to your technical staff 
either in Columbia or Elberton. We are suggesting the week of March 12 for this 
conference, and we await your advice as to whether or not this date would be 
suitable. 


Sincerely yours, 
E. L. GODSHALK. 


SoutH CAROLINA Exrectrric & GAs Co., 
Columbia, S. C., February 28, 1951. 
Mr. Ben W. CREIM, 
Administrator, Southeastern Power Administration, 
Elverton, Ga. 

Dear Mr. CREIM: Over the past few months we have had two conferences and 
written you several letters pertaining to our purchase of power from Southeast- 
ern Power Administration. The proposed definitive contract between the United 
States of America, Department of the Interior, and Georgia Power Co., Alabama 
Power Co., Gulf Power Co., and Mississippi Power Co., recently transmitted to 
you as Administrator of the Southeastern Power Administration, has come to our 
attention. 

This letter is to advise you that the proposal made by those companies to you 
is acceptable to us, and we would be willing to enter into a similar agreement 
with you; insofar as any of our previous conferences or correspondence may be 
inconsistent with such an agreement, will you please consider them as super- 
seded by this offer. 


Very truly yours, 
E. L. GoDSHALK, 


Executive Vice President. 


SoutH Carortina Evectric & Gas Co., 
Charleston, S. C., May 18, 1951. 
Mr. CHARLES W. LEAVY, 
Acting Administrator, Southeastern Power Administration, 
Department of the Interior, Elberton, Ga. 

Dear Mr. Leavy: Thank you for your letter of May 7, acknowledging our two 
communications of March 21. I hope that you will be able to fix another date to 
resume conferences with us soon. 

Since our letters of March 21, one other item has come up which we should 
like to include for discussion when the time is set to get together again. I am 
referring to your recent announcement of a contract to seil 5,000 kilowatts to the 
Greenwood County Electric Power Commission, which lies just to the north of 
our 115 kilovolt line now under construction from Stevens Creek to McCormick. 

While from the beginning of our discussions with your Department we have 
indicated willingness to make our facilities available for delivery of Clark Hill 
power to customers like Greenwood County, we have not heretofore had occa- 
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sion to take up this specific case with you. I want to assure you that South 
Carolina Electric & Gas Co. is prepared to deliver Clark Hill power to the 
Greenwood County Commission and to work out arrangements for that pur- 
pose, either in the form of a separate agreement covering the Greenwood situa- 
tion or as part of the more comprehensive contract that we hope to conclude 
with you. 

The delivery of 5,000 kilowatts of Clark Hill power to Grecnwood can be ac- 
complished by transmission over our lines now under construction in the vicin- 
ity of Clark Hill, thence over our high voltage connections to Duke Power Co. 
and over the transmission facilities of that company to the Greenwood County 
commission. The adequacy of these facilities to deliver a substantial amount 
of Clark Hill power to Greenwood County Commission is evidenced by the 
fact that South Carolina Blectric & Gas Co. has at times of low water at the 
Commission's Buzzard’s Roost hydroplant transmitted power to Duke Power Co. 
for delivery to Greenwood County. This actual operating experience, together 
with recent engineering studies, shows that our existing facilities in conjunction 
with these of Duke Power Co. are capable of delivering considerably in excess of 
the amount Southeastern Power Administration has contracted to sell Greenwood 
County Electric Power Commission. 

In addition to the capacity of present facilities, a relatively short extension 
of our 115-kilovolt Stevens Creek-McCormick line to Greenwood would provide 
transmission capacity for another 50,000 kilowatts of Clark Hill power to 
Greenwood-Duke areas. A section of this extension lies in the territory of the 
Duke Power Co., and I have been authorized by that company to state that if this 
extension is thought necessary or desirable, it is willing to participe in the con- 
struction of this extension on a cooperative basis. 

Utilization by Southeastern Power Administration of our facilities, as de- 
scribed above, would render unnecessary the proposed $1,000,000 Government 
investment in transmission to supply Greenwood County Electric Power Com- 
mission and would avoid a substantial duplication of lines. 

We are. satisfied that there should be no serious difficulties in reaching an 
agreement on the question of fair compensation for the use of facilities in trans- 
mitting Clark Hill power to Greenwood. 

Sincerely yours, 
E. L. GopsHALkK. 


DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION, 
Elberton, Ga., August 24, 1951. 
Mr, 8. C. McMEEKIN, 
President, South Carolina Electric & Gas Co., 
Columbia, 8. C. 


Dear Mr. McMeexin: Your company has, in the course of its negotiations with 
this administration over the past year, made several general proposals for the 
purchase by your company of Clark Hill power and has made specific proposals 
for the purchase by your company of Clark Hill power to be resold by your 
company, after the addition of a facility charge, to the Atomic Energy Commission 
and to the Greenwood County Electric Power Commission. These specific pro- 
posals were adaptations on a limited basis of the earlier general proposals which 
were rejected by Southeastern. They were rejected because their acceptance 
by Southeastern would not constitute a compliance with the laws and policies 
governing our operations. These proposals did not in any sense constitute pro- 
posals for the wheeling of Government power as that term is customarily used 
in describing contracts for the transmission of Government power which have 
been entered into between Federal agencies and private utility companies. As 
you know, Southeastern has always desired to enter into true wheeling arrange- 
ments and this desire prompted the submission to you of contract proposals on 
October 13, 1950, and February 8, 1951, which embodied provisions for the trans- 
mission of power for the account of the Government. 

Circumstances now make it imperative that immediate decisions be reached 
with respect to service to certain preferred agencies. It will be of the utmost 
assistance to Southeastern if you can promptly supply us with the views of your 
company upon the following questions: 

1. Is your company willing to transmit for the account of the Government fed- 
erally generated power to public bodies, cooperatives and Federal establishments 
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in your company’s service area who contract with and become customers of the 
Government ? 

2. Is your company willing to construct such additional facilities as might 
be required to assure that preferred customers of the Government would be 
able to receive their requirements from the Government under such an arrange- 
ment? An example of such construction would be a direct 115 kilovolt trans- 
mission line between the Clark Hill project and Greenwood, S. C., to connect 
with the system of the Greenwood County Electric Power Commission. 

3. What compensation would be required by your company for the perform- 
ance of such transmission service? 

4. Is your company willing to sell the Government fuel-generated energy which 
the company is capable of generating but which is not otherwise required by 
company ? 

5. What price would be charged by your company for such energy ? 

We urgently request that your reply to the above inquiries be in our hands by 
September 7, since we must proceed immediately with the determination of our 
plans. If in the interim you desire to meet with us, we will be available in 
Elberton for that purpose on any date you may designate. 

Very truly yours, 
Cuas. W. Leavy, Acting Administrator. 





SOUTH CAROLINA ELEctTRIC & GAS CoO., 
Columbia, 8. C., September 6, 1951. 
Mr. CHARLES W. Leavy, 
Acting Administrator, Southeastern Power Administration, 
Department of the Interior, Elberton, Ga. 

Dear Mr. Leavy: It appears from your letter of August 24 that you have mis- 
understood the specific proposals of this company with respect to deliveries of 
Clark Hill power to Greenwood County Electric Power Commission and to the 
Atomic Energy Commission, and it seems to us that you have not properly 
appraised our earlier over-all proposal. 

Greenwood County Electric Power Commission: Our letter of May 18, 1951, 
Was intended to constitute, and I believe it did constitute, an unequivocal offer 
by us to wheel power for SEPA from Clark Hill to Greenwood County. I hereby 
repeat that offer and by this I mean that we are prepared to make transmission 
facilities available for delivery of Clark Hill power for your account to your 
customer, Greenwood County. If, in your opinion, this can best be done by a 
direct line from Clark Hill to Greenwood County, we are prepared to comply 
with such condition by extending the 115-kilovolt line which we are now building 
to McCormick for the additional 20 miles to Greenwood. 

As we indicated in our letter of May 28, 1951, we believe that an appropriate 
handling charge for delivering Clark Hill power to Greenwood County would 
be 1 mill per kilowatt-hour. This figure, however, is not quoted as an arbitrary 
amount and we are prepared to examine jointly with you the elements of cost 
involved and the volume of power which should be anticipated and arrive with 
you at a figure which both of us can adopt as fair and reasonable. 

Atomic Energy Commission: In the case of sale of Clark Hill power by SEPA 
to the Atomic Energy Commission at the Savannah River project, this will also 
reaffirm our offer to wheel such power for your account should you decide to 
make such sale to AEC. We will have adequate lines from the vicinity of 
Clark Hill directly to the AEC site. Here again, as indicated in our letter of 
May 28, the wheeling charge would not exceed 1 mill per kilowatt-hour and, if 
the quantities of energy involved will justify it, we will be able to negotiate 
with you on a lower figure. 

We believe that it will be a relatively simple matter to reach agreements 
with you on the specific arrangements for wheeling to Greenwood County and the 
AEC and we will be glad to immediately work out arrangements for either or 
both of these cases if you prefer to handle them as the first order of business. 

Over-all contract: However, we would hope that we could resume without 
further delay negotiations with you for an over-all contract. The general mat- 
ters mentioned with you for an over-all contract. The general matters men- 
tioned in your letter of August 24—deliveries in general to public bodies, 
cooperatives and Federal establishments, construction of facilit'es where neces- 
sary for these purposes, the cost thereof, sale of off-peak energy to you and cost 
thereof—are all matters which, as we have indicated in earlier correspondence, 
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should be resolved in the discussion and negotiation of a comprehensive agree- 
ment between us. 
We will be glad to meet with you with respect to any of the foregoing subjects 
on any reasonable schedule that would meet your convenience. 
Sincerely yours, 
S. C. McMEEKIN, President. 


SoutH CAROLINA ELectrrRic & GAS Co., 
Columbia, S. C., February 29, 1952. 
Mr. JoHN B. SLOAN, 
Chairman, Greenwood County Electric Power Commission, 
Greeniwood, 8S. C. 


Dear Mr. SLOAN: Several pressing business matters, including the informal 
ceremony beginning construction of our new steam plant on the Savannah River, 
prevented my sending you sooner a memorandum of understanding. 

As I promised you during our conference in Greenwood on February 21, we 
would be willing to negotiate an agreement with your commission which would 
contain the basic provisions given on the attached memorandum, 

Not being an attorney, the memorandum is not graced with legal phrase- 
ology; however, I hope it contains the basic sense of our conference. 

You will understand that, in referring to Duke Power Co., I cannot speak 
for it. However, I can assure you that the two of us are in agreement on 
principle and that we will have no difficulty in reaching a final agreement 
if the basic principles outlined meet your approval. 

Should you or any member of your board have questions about any part 
of the memorandum, I will be glad to come to Greenwood at your convenience 
to discuss it with you. 

With kindest personal regards, I am, 

Sincerely, 
S. C. MCMEEKIN, 


1. Permit you to connect a 114-kilovolt-transmission line you would build from 
the Clark’s Hill bus bars with our 114-kilovolt Stevens Creek-McCormick trans- 
mission line at a point to be mutually agreed upon. (It is our understanding 
that it would be necessary for you to construct about 2 miles of line to make this 
connection. ) 

2. Permit your commission to transmit power over our Stevens Creek-McCor- 
mick line in amounts to be mutually agreed upon but in any event for as much as 
30,000 kilowatts. 

3. The charge we would make for your use of our line from your connection 
point with us near Clark’s Hill to McCormick would be an appropriate facility 
charge which, when expressed as a unit cost per kilowatt-hour, would amount to 
one-quarter of a mill. We would be agreeable to working out a plan whereby 
the charge for use of facilities could be paid in kilowatt-hours instead of money. 

4. That we would in cooperation with Duke Power Co. lease from your com- 
inission 49 percent of the capacity of a line you would construct, own and operate, 
from McCormick to Greenwood. The beginning of this line would be at its 
connection point with our 114-kilovolt line at MeCormick and the terminus of 
it would be the line side of your oil circuit breaker on the Greenwood end of this 
line. Our rental payment to you for the use of this line would be paid to your 
commission in advance. 

5. The agreement would contain a provision granting your commission the 
right to cancel, upon proper notice, the lease agreement by refunding the 
advanced rental payment. 

6. A provision granting your commission the right to use our leased part of 
your Greenwood-McCormick line, the facility charge for such use would not 
exceed the equivalent of one-half mill per kilowatt-hour for power delivered or 
received by you over such facilities. 

7. The agreement would provide an optional mode of payment in lieu of (6) 
above which would provide that at the end of each month, or each year, whichever 
you prefer, the total power handled over the line would be divided into the total 
expenses of the line including interest and appropriate amortization or deprecia- 
tion to obtain a unit facility charge. Each party would pay its pro rata part 
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of such operating costs, determined by the number of kilowatt-hours received or 
transmitted by each party over the line during the month or year. 

8. It would provide that the company or companies would pay for any power 
handled for it or them over your approximately 2 miles of line frétm Clark’s Hil) 
the same amount of facility charge, on a prorated mileage basis, that youg com- 
mission would pay for the use of the company’s line from the tap to McCormick. 


SoutH Carorina Evectric & Gas Co., 
Columbia, 8S. C., March 17, 1952. 
Mr. CHARLES W. LEaAvy, 
Acting Administrator, Southeastern Power Administration, 
Department of the Interior, Elberton, Ga. 

Dear Mr. LEavy: I have just had an opportunity to look over your testimony 
on Interior Department appropriations for 1953 as related to proposed transmis- 
sion lines for Southeastern Power Administration. I am writing to you not for 
the purpose of debating the points in your testimony—though it does seem to me 
that a number of them are open to question—but, rather, to set the record straight 
on one item which is of immediate importance in the current picture. 

Your testimony suggests that, while South Carolina Electric & Gas Co. was 
willing to wheel Clark Hill power to Greenwood, we were asking in the neigh- 
borhood of 1 mill a kilowatt-hour for this service. And you contrasted this 
ficure with a cost to the Government of three-tenths of a mill a kilowatt-hour 
which you estimated as the transmission costs when the line you want to build 
is fully loaded, a condition that you now expect very soon. 

It is grossly inaccurate to suggest that South Carolina Electric & Gas Co. ex- 
pected to receive 1 mill per kilowatt-hour or anything near that amount for 
wheeling to Greenwood County. At my conference with Mr. Creim on November 
13, 1951, we had the first specific and detailed discussion of wheeling charges for 
the Greenwood service. Prior to that meeting we had little or nothing to go on 
in making our offers except SEPA’s public announcement of a contract to sell 
5,000 kilowatts to Greenwood. On November 13 Mr. Creim told us for the first 
time that we should now figure on deliveries of as much as 20,000 to 30,000 
kilowatts from Clark Hill to Greenwood. We thereupon explained that according 
to our calculations, 5,000 kilowatts deliveries to Greenwood at 1 mill would have 
occasioned a loss to us; with deliveries of 10,000 kilowatts and a 1-mill charge 
we would have broken even. However, with Mr. Creim’s new figure of 20,000 
kilowatt deliveries, we stated that we could quote a rate substantially lower than 
1 mill; and with deliveries of 30,000 kilowatts, we said Seuth Carolina Electric 
& Gas Co. could quote “close to half a mill for transmission”—half a mill being 
the figure that Mr. Creim had asked us to accept. 

At this point in the negotiations Mr. Creim indicated that these quotations 
provided a range which should afford a basis for arriving at agreement and said 
the question could be deferred until further negotiations since, as he then advised 
us—also for the first time—it appeared that Greenwood might want to build part 
of the line itself. 

We thereupon left the subject but with the understanding that the negotia- 
tions with respect to wheeling would be resumed after SEPA clarified the situa- 
tion with respect to the Greenwood commission’s wishes in the matter. 

The next thing we knew about the matter, SEPA suddenly announced that it 
was building the line itself. 

You, of course, were not present at the discussions that I had with Mr. Creim 
on November 13, but I am sure that your associates, Mr. Condon and Mr. Bush 
who accompanied Mr. Creim on that occasion, will bear out my description of 
what took place. 

I need only add one final point. When we talked about a half a mill per kilo- 
watt-hour wheeling charge at the November 13 meeting, it was assumed that this 
would be for 30,000-kilowatt deliveries. Now, your testimony refers to a 
“loaded” line which means deliveries substantially in excess of 30,000 kilowatts 
I want you to know—and you may treat this as a formal offer—that if deliveries 
substantially in excess of 30,000 kilowatts are contemplated, then we are prepared 
to negotiate for a wheeling charge substantially lower than one-half a mill per 
kilowatt-hour. 

Sincerely yours, 
S. G. McMEEKIN. 
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Senator Haypen. Senator Hoey, we are very glad to have you 
with us. 


STATEMENT OF HON. CLYDE R. HOEY, A UNITED STATES SENATOR 
FROM THE STATE OF NORTH CAROLINA 


BUGGS ISLAND-KINSTON TRANSMISSION LINE, NORTH CAROLINA 


Senator Hory. Mr. Chairman, if it suits you at this time, I would 
like to make a brief statement before the next witness testifies. I know 
it is rather unusual for a Senator from a State to come before a com- 
mittee and ask the committee not to appropriate money for a project 
in his State. Ordinarily I would not do that. But as far as these 
appropriations are asked for by the Southeastern Power Administra- 
tion for North Carolina, they are wholly unnecessary, and it would 
be an utter waste of Government money to do it. We have sufficient 
facilities now, and the companies are perfectly willing to cooperate 
fully. The Southeastern Power Administration does not want to avail 
itself of their facilities and does not want to do anything except build 
the lines itself. I am saying that I do not believe that we ought to 
spend the taxpayers’ money in this sort of fashion. 

I am speaking especially now with reference to the line from Buggs 
Island to Kinston, N. C. There is no reason to construct that line. 
There is a line already in existence to serve that territory. And the 
Carolina Power & Light Co. have made contracts with Wilson and 
Rocky Mount and Goldsboro, the towns they are talking about serv- 
ing, and would have already concluded one with Kinston but for the 
interference of SEPA. 

I do not believe that money ought to be appropriated. I think that 
it is wholly unnecessary. I am speaking with reference to this par- 
ticular line in North Carolina. 

I want to say that I have been very strongly in favor of rural elec- 
trification. When I was Governor of North Carolina we made great 
progress in spreading it all over the State, and I want to acknowledge 
as Governor of the State at the time mine and the State’s indebtedness 
to the Carolina Power Co. and the Duke Power Co. for their utter and 
complete cooperation in building the rural lines. 

You will notice from the statements that these gentlemen will make 
to you that they have tremendous rural lines throughout the State, 
and they have rendered outstanding service. 

The last time this matter was up for consideration there was proper 
complaint because of the high prices charged by the Pidewsiee Foie 
Co. The Carolina Power Co. said they would negotiate and take that 
over and remedy it, and have done so. They have reduced the price 
from 16 mills to 714 mills. They have saved the people of North Sine. 
lina over $800,000 a year in the rates charged annually. 

Now, here is a company, just like the Duke Co., that has undertaken 
to serve the people, and it is utterly ridiculous for the Southeastern 
Power Administration to come in and take their business from them. 

In this connection I want to point out a few statements made by 
Congressman Graham Barden, of that district, before the House com- 
mittee. It covers the territory of the line to be built from Buggs 
Island and would go through his district to Kinston. He said: 


Here is an area that is not a big, heavily industrialized area, as some of you are 
familiar enough to know, but it is what you might call a poor area, insofar as the 
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requirements for power are concerned. And yet there are those here in Wash- 
ington who propose to go down there and run a duplicating line and divide the 
customers, beat down the profits, and send up the rates. And you Know good and 
well the utility commission in North Carolina is not going to sit there and see 
the power rates put into effect so the power company will lose money. 

Then we move down to Goldsboro: it goes through Goldsboro.. And what do 
we have at Goldsboro? The Carolina Power & Light Co. comes to Goldsboro. 
So as far as power is concerned, Goldsboro is a happy city; it is well served. 
adequately served, and there is much more power available than they will ever 
use, so far as that is concerned. But the Carolina Power Co. has already in 
vested approximately $14,000,000 in a plant, a new modern plant at Goldsboro 
and they are about 90 percent complete on the plant which will, when completed, 
cost over $18,000,000. 

Now, if Mr. Chapman or anybody else says there is a shortage of power at 
Goldsboro, I say to you, Mr. Chairman, it is an untruth, and I defy anybody to 
even attempt to establish such a statement on facts. 

Now, here is a proposal to come in with a line and bring power down through 
Rocky Mount, on down through Wilson and Goldsboro on to Kinston and cut the 
heart out of private enterprise. 

Now, gentlemen, I am not just against the Government, and I am not just for 
the power companies. I am for the folks that I have been living with all of my 
life, and I know that it does not make sense, and I know it is not wise spending 
of the taxpayers’ money, and I know it will not produce any good results to go 
in there and slice up the customers of this area in any such manner. 

I have no hesitancy in Coming here and saying to you gentlemen, as one who 
knows virtually every hog path in that area, first, that this thing is not necessary ; 
and second, that the people do not want it; and then I say to you very definitely 
that, in my opinion, it would bring about a bad instead of a good result. 


Then Congressman Barden mentioned the fact that he runs for 
office in that territory and knows the people and knows what they 
want. 

Senator Ettenper. Senator, is there any demand whatever from the 
people of that locality for this? 

Senator Hory. Not a bit. Senator, I say it is the action of the 
Southeastern Power Administration wanting to grab power. They 
want to build lines. That is all that is at the bottom of this thing. 
There is no occasion for this appropriation. The House turned it 
down. 

Congressman Barden said this in conclusion: 

I am not going to take any more of your time. I hope that I will never have 
to say another word about this again. I hope you will give it the type of 
funeral that it deserves, and I am not particularly disturbed about whether 
you even mark the place of its burial. 

The House refused and turned it down, and I am asking this com- 
mittee to turn it down because I do not think there is any necessity 
at all. 


CLARK HILL-GREENWOOD LINE 


Coming over to another part in my statement, Clark Hill and Green- 
wood, I say to you that is on the same basis. We had this discussed 
in the Senate last time. This committee made a splendid recom- 
mendation in which it said, “We are not going to build this line if 
the Administrator can reach any agreement with the power com- 
panies that is reasonable and just.” Thev have not tried to reach 
any. They have decided not to do it. They have told them that 
they did not care to deal further for a wheeling arrangement. Here 
was the Greenwood Electric Power Co., which is not a nonprofit 
organization, because it sells its power and reduces the taxes of Green- 
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woud County in proportion, that were ready to build themselves. 
They said, “No; we will furnish it to you and sell it to you at the same 
price as at the buss bar.” They are going to build this line unless 
you gentlemen cut off the appropriation. That is the only way to 
deal with that crowd, and I think they ought to be dealt w ith in that 
fashion. 

Before the other witnesses testify, I want to say a word or two 
about the people in my State. North Carolina has two large power 
companies that are rendering distinct service to the people of the 
State—the Duke Power Co. and the Carolina Power & Light Co.— 
and both are progressive and are continually expanding their facili- 
ties so as to provide ample power for the people of North Carolina. 
When the Secretary of the Interior is talking about such a shortage 
of power, there has been no shortage in North Carolina, and when 
they were making predictions last year that there would not be enough 
power, there was not a single enterprise that did not get all the power 
it needed. 

There has been no shortage in North Carolina, and both the Duke 
and Carolina Power & Light have met every requirement for the 
production and transmission of this power. Both companies are very 
responsive to public interest and demand. 

Mr. Norman A. Cocke, vice president of Duke Power Co., appears 
to testify in this case, and he is a man of high character, thoroughly 
reliable and trustworthy. The same thing can be said for Mr. Louis 
V. Sutton, who is president of the Carolina Light & Power Co., and 
who is progressively interested in the development of the entire 
section through which his lines run. There is no occasion for the 
building of any of these transmission lines unless the Government 
just wishes to invest the t taxpayers’ money in order to gratify the 
desire of the Southeastern Power Administration to take charge of 
the power facilities in that region. The total expenditure would 
exceed $10 billion for these lines when finally completed, and there 
isno demand on the part of the public for the building of these lines. 

I wish to say also that Senator Willis Smith, my colleague from 
North Carolina, joins me in protesting the construction of all of these 
lines, because he feels as I do, that it is an unnecessary waste and 
expenditure of public money and places an additional burden upon 
the taxpayers without any justification since full service can and will 
be provided by the existing facilities of the power companies involved. 

He would have been here but he had to be at another committee of 
which he is chairman. He asked me to say that we who represent 
North Carolina do not want these appropriations. 

I would like for you to hear Mr. Cocke at this time. 


STATEMENT OF NORMAN A. COCKE, VICE PRESIDENT, 
DUKE POWER C0. 


POWER SYSTEM OF PIEDMONT AREA 


Mr. Cooxe. I will endeavor not to duplicate what Mr. McMeekin 
has said. 

My name is Norman Cocke. Iam vice president of the Duke Power 
Co. I reside at Charlotte, N.C. 
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The Duke Power Co. operates an electric power generating and 
transmission system in what is known as the Piedmont area of North 
and South Carolina. The company has planned and built its system 
to anticipate and prepare for the growth of the area served by the 
company and has met every demand that has been made upon it for 
electric service in the entire period it has been engaged in business. 
In 1951 the average residential consumption of the company’s resi- 
dential customers was 2,900 kilowatt-hours, which is some 45 percent 
above the national average residential consumption of 2,000 kilowatt - 
hours. Since 1945 this company has constructed more than 5,000 
miles of rural electric lines and has connected 70,000 rural customers. 


NEW INSTALLATIONS 


Since 1946 the company has installed or is in the process of installing 
steam electric-generating units with a rated capacity of 1,166,000 
kilowatts, which represents an increase in capacity in this period in 
excess of the total installed capacity accumulated by this company in 
the entire preceding 40 years of its existence. In this period since 1946 
the company has installed steam electric stations with rated capacity as 
follows: In 1948 two units with total-rated capacity of 130,00 kilo- 
watts; in 1949-50 two units with total-rated capacity of 140,000 kilo- 
watts; and in 1951 two units with total-rated capacity of 180,000 kilo- 
watts. The company has under construction steam electric-generating 
capacity to be completed as follows: In 1952 two units with total-rated 
capacity of 200,000 kilowatts; in 1953 two units with total-rated 
capacity of 250,000 kilowatts; and in 1954 two units with total-rated 
capacity of 266,000 kilowatts. 


FUEL 


Senator Haypen. What do you use for fuel? 

Mr. Cocke. Coal. We are now making a connection with the Trans- 
continental Natural Gas Line, but not very much. 

Duke Power Co. operates an extensive high-voltage transmission- 
line system covering the area served by the company. This service 
area of the company in the State of South Carolina is indicated by 
the area cross-hatched in red on the map hereto attached and marked 
“Exhibit 1.” Within the service area of the company as so indicated, 
the transmission lines of the company are indicated by black lines. 
The company is a privately owned taxpaying utility and in the year 
1951 accrued a total of over $17 million in taxes, Federal, State, and 
local. The total taxes accrued by the company in 1951 amounted to 
more than 19 percent of each dollar of gross revenue received by the 
company in that year. 


CLARK HILL-GREEN WOOD TRANSMISSION LINE 


Only one transmission line for which SEPA requests funds in the 
budget now before Congress enters into territory served by Duke 
Power Co.; that is the proposed 41-mile line from Clark Hill to 
Greenwood County, S. C., to be built for the purpose of serving the 
Greenwood County Electric Power Commission. (Pt. 2, justification, 
Department of Interior, Southeastern Power Administration, filed 
with House subcommittee, p. 27.) This proposed line is shown on 
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the attached map, exhibit 1, in green. The other lines proposed by 
SEPA are being discussed by the companies in whose territory these 
lines would be buitt and you have already heard from South Carolina 
Electric & Gas Co. in regard to the line from Clark Hill to Greenwood, 
as this line passes through territory served by the South Carolina 
Electric & Gas Co. as well as into territory served by Duke. 


WHEELING AGREEMENTS 


In the appropriation bill for the fiscal year ending June 30, 1952, 
SEPA requested funds for a number of the lines for which funds are 
now being requested, including the sum of $325,000 for the line from 
Clark Hill to Greenwood County. All of the requested appropri- 
ations were refused by the House of Representatives, but in the Senate 
an appropriation of $318,500 was included for the line from Clark Hill 
to Greenwood County, and that was included with the injunction that 
it was not to be used. However, this amount was included in appro- 
priation bill for 1952, and I quote from Senate Report No. 499, Eighty- 
second Congress, first session, page 4: 
with the definite understanding that the funds * * * are not to be used if 
the Southeastern Power Administration and the public utility companies in the 
areas concerned can enter into wheeling agreements * * * for the trans- 
mission of power from the Clark Hill Dam to Greenwood, 8. C. * * * The 
committee, therefore, directs the Southeastern Power Administration and the 
Secretary of the Interior to exhaust every possible effort to obtain proper 


wheeling agreements before utilizing the funds recommended for the above- 
mentioned facilities. 


Last year in my statement before this committee, I gave the position 
of this company in regard to transmission of power from Clark Hill 
to Greenwood County, and I quote from that statement : 


Duke Power Co. is also advised that the South Carolina Electric & Gas Co. 
is now constructing a high-voltage transmission line from the vicinity of Clark 
Hill to McCormick, 8S. C., about 20 miles from Greenwood, S. C., and Duke Power 
Co. has agreed with South Carolina Electric & Gas Co. to participate in the cost 
of building a line from McCormick, S. C., to Greenwood, S. C. These lines will 
have ample capacity to transmit such power as the Greenwood County Electric 
Power Commission may be entitled to receive under its contract with South- 
eastern Power Administration and the companies involved will agree to transmit 
such power for a fair and reasonable compensation for the use of the facilities 
involved. No difficulty should be experienced in arriving at such compensation. 
By this arrangement one-half the amount of critical materials will be saved as 
well as the cost and expense to the Government of building a transmission line 
from Clark Hill to Greenwood. To sum it up, Duke Power Co. and the South 
Carolina Electric & Gas Co. will provide the facilities for transmitting the power 
from Clark Hill to Greenwood, receiving therefor a reasonable and fair compen- 
sation for the use of its facilities. 


Senator E.itenper. That was your statement last year? 
Mr. Cocker. Yes, sir. 
Senator ELLeNper. Can you tell us what happened since? 


CONNECTING LINE 


Mr. Cocke. Mr. McMeekin, whom you have heard, conducted the 
negotiations, and I concurred in his charges in the building of this 
connecting link. 

Senator ELLenper. How it is possible for SEPA to take this elec- 
tricity from the bus bar and bring it 22 miles—— 
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Mr. Cocke. Forty-one miles. 

Senator Exitenper. Or 41 miles with no extra charge? 

Mr. Cocker. I do not know. There would be the cost of transmis- 
sion plus the line loss plus the interest on the investment that they do 
not have. 

Senator Exrenper. Could they possibly amortize the cost of the 
dam and the cost of the power line by selling it so low ? 

Mr. Cocke. I do not see how they possibly could. We could not. 
The cost of transmission is a great item in the electric power business. 

Senator ELLENprER. As was stated by the previous witness, it is your 
considered judgment that this power can be transmitted by you and 
these other facilities as cheaply as the Government itself can do it? 

Mr. Cocke. Yes, sir. 

Senator ELLeNnper. And you are willing to do it ? 

Mr. Cocke. Yes, sir. 

Senator ELitenper. And you have offered to do it ? 

Mr. Cocker. I have offered to do it. 

Senator ELLeNper. And so far they have not contracted ? 

Mr. Cocker. No, sir. 

Taking it up out of order, I have a letter from a contractor in South 
Carolina who says: 

I have been informed by the engineers on this project that they will not be in 
position to receive bids for the construction of the line until early July. It is 
my purpose to bid on this job (writing to this material man) and I will contact 
you concerning the material at a later date. 

That is from a contractor who expects to bid on this projecting, 
taking it up with the engineers. 

Senator E.tenper. I wonder if you could go into a little more detail 
as to the understanding that was had with this Greenwood County 
cooperative or power company, Whatever you call it? It is publicly 
owned, as I understand it. 

Mr. Cocker. The county owns it. 

Senator Ex.enper. It is an authority ? 

Mr. Cocker. It is an agency of the county created under the State 
law. 

Senator ELLENpER. This power authority was to build its own line; 
is that correct ? 

Mr. Cocke. They had planned to. 

Senator Evtenper. Who discouraged them from building it, do you 
know, or why did they not build it? 

Mr. Cocks. They did not build it because they were advised that 
the local office at Elberton of SEPA had received a directive from 
Washington that SEPA was to build the line. 

Senator Evtenper. And why spend their money if they can get it 
from Uncle Sam in Washington ; ; is that about the story / 

Mr. Cocke. That is correct. 

Senator Exttenper. Of course you know we don’t have a lot of 
money to spend here. 


POWER CHARGES 


Mr. Cocke. Greenwood thought that if SEPA built the line, they 
would still pay 80 cents demand charge plus the 4-mill energy charge, 
and I went down to see them myself and talked to the chairman and 
the manager—a very fine gentleman that I had known—and I thought 
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we had worked out an arrangement whereby they were to make use of 
McMeekin’s line to McCormick, and we were going to help them 
finish the 20 miles of line, and work out some arrangement for the 
compensation for the use of power. I thought that arr angement 
was satisfactory. They, having signed a contr ‘act to pay 90 cents de- 
mand charge plus 4 percent energy for delivery at Greenwood, neces- 
sarily had ‘to take it up with them to get the published Clark Hill 
rate. 

When they did that, they were advised then that SEPA would de- 
liver the power to them at the same rate, which they were paying at 
the bus bar. Naturally they were not interested 3 in going any further 
with the negotiations which I had, because they would have merely 
spent some money without getting any advantage from it. 

Senator ELLeNDER. Are you in a position to tell the committee at 
what price should this electricity be sold at the bus bar in order to 
amortize the cost of the dam in question ? 

Mr. Cocke. I am not an engineer, and I would not want to make up 
that figure. 

Senator Extenper. Has any figure been talked about or agreed 
upon by SEPA as well as others interested as to the cost that this must 
be sold in order to amortize the cost of that dam? 

Mr. Cocker. I suppose that when he said he could deliver it for a 
third of a mill when the line is loaded—which in my opinion will be 
some time—that that is what he considers his cost. So that when 
he makes the same rate at Greenwood that he makes at the bus bar, 
he is at least losing a third of a mill, in my opinion, and more than 
that, for some time to come, because the load builds up slowly, as you 
know. I should think that some of these engineer gentlemen would 
say that half a mill would be required to cover it until the load 
builds up. 

Senator ELLENDER. You mean to amortize the debt? 

Mr. Cocke. I would think so. At least that. 

Senator Evtenper. And that is assuming, of course, that all of the 
power is used, 

Mr. Cocke. Yes. It would take some years to build it up. We re- 

ceived a letter from them in response to ours stating that we would 
cooperate in the transmission of this power, from Mr. Creim, stating 
that it did not appear. He says: 

However, insofar as service to the Greenwood County Electric Power Commis- 
sion is concerned, it now appears: that none of the alternatives under considera- 
tion would require your company’s participation. 


That is the last communication we have received from him. 

At that time I am positive that Greenwood intended to build its own 
line. After the hearing in the House, I went to Greenwood seeking to 
work out arrangements whereby 'V Greenwood & South Carolina Gas 
and ourselves would provide the necessary transmission. 

Senator E.uenper. Then there is no doubt in your ee but what 
deterred this local concern, which is publicly owned, from under- 
taking the building of that is that SEPA came in and said, “Let 
us do it for you”? 

Mr. Cocker. There is no doubt in my mind. 

Senator E.tenper. “And save you some money.” 

Mr. Cocxr. Yes. In fact, T could not have very much more to say 
to them after I became acquainted with that fact. 
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You are familiar with the testimony as to what has been done. No 
structures have been erected, and no contract has been let. What 
they have done with respect to acquiring a few rights-of-way, I do not 
know. 

There are several ways in which the line could have been built. 
Greenwood could have built it, we could have built it in conjunction 
with Greenwood & South Carolina Electric & Gas, or South Caro- 
lina Electric & Gas and ourselves would have provided the facili- 
ties. Naturally it depends on the amount of power, and that was 
information not in our possession, but in theirs, but we would have 
made them a fair and reasonable rate and, as the load would have built 
up, the rate would have been comparable to anything they could 
charge. That is about our case. 

Senator ELutenper. I presume the whole statement will go in the 
record ? 

Senator Haypen. Yes; the whole statement will go in the record. 

(The statement referred to is as follows:) 


STATEMENT ON BEHALF OF DUKE POWER Co., IN OPPOSITION TO APPROPRIATIONS 
REQUESTED FOR SOUTHEASTERN POWER ADMINISTRATION FOR FISCAL YEAR ENDING 
JUNE 30, 1953 


My name is Norman A. Cocke. I am vice president of Duke Power Co. I reside 
at Charlotte, N. C. 

The Duke Power Co. operates an electric-power generating and transmission 
system in what is known as the Piedmont area of North and South Carolina. 
The company has planned and built its system to anticipate and prepare for the 
growth of the area served by the company and has met every demand that has 
been made upon it for electric service in the entire period it has been engaged 
in business. In 1951 the average residential consumption of the company’s resi- 
dential customers was 2,900 kilowatt-hours, which is some 45 percent above the 
national average residential consumption of 2,000 kilowatt-hours. Since 1945 this 
company has constructed more than 5,000 miles of rural electric lines and has 
connected 70,000 rural customers. 

Since 1946 the company has installed or is in the process of installing steam- 
electric generating units with a rated capacity of 1,166,000 kilowatts, which 
represents an increase in capacity in this period in excess of the total installed 
capacity accumulated by this company in the entire preceding 40 years of its 
existence. In this period since 1946 the company has installed steam-electric sta- 
tions with rated capacity as follows: In 1948, two units with total rated eapacity 
of 130,000 kilowatts; in 1949-50, two units with total rated capacity of 140,000 
kilowatts ; and in 1951, two units with total rated capacity of 180,000 kilowatts. 
The company has under construction steam-electric generating capacity to be 
completed as follows: In 1952, two units with total rated capacity of 200,000 kilo- 
watts; in 1953, two units with total rated capacity of 250,000 kilowatts; and in 
1954, two units with total rated capacity of 266,000 kilowatts. 

Duke Power Co. operates an extensive high-voltage transmission-line system 
covering the area served by the company. The service area of the company in the 
State of South Carolina is indicated by the area cross-hatched in red on the map 
hereto attached and marked “Exhibit 1.” Within the service area of the company 
as so indicated, the transmission lines of the company are indicated by black 
lines. The company is a privately owned taxpaying utility and in the year 1951 
accrued a total of over $17,000,000 in taxes—Federal, State and local. The total 
taxes accrued by the company in 1951 amounted to more than 19 percent of each 
dollar of gross revenue received by the company in that year. 

Only one transmission line for which SEPA (Southeastern Power Administra- 
tion) requests funds in the budget now before Congress enters into territory 
served by Duke Power Co.; that is, the proposed 41-mile line from Clark Hill to 
Greenwood County, S. C., to be built for the purpose of serving the Greenwood 
County Electric Power Commission (pt. 2, Justification, Department of Interior, 
Southeastern Power Administration, filed with House committee, p. 27). This 
proposed line is shown on the attached map, exhibit 1, in green. The other lines 
proposed by SEPA are being discussed by the companies in whose territory these 
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lines would be built and you have already heard from South Carolina Electric & 
Gas Co. in regard to the line from Clark Hill to Greenwood, as this line passes 
through territory served by the South Carolina Electric & Gas Co. as well as 
into territory served by Duke. 

In the appropriation bill for the fiscal year ending June 30, 1952, SEPA re- 
quested funds for a number of the lines for which funds are now being requested, 
including the sum of $325,000 for the line from Clark Hill to Greenwood County. 
All of. the requested appropriations were refused by the House of Representa- 
tives, but in the Senate an appropriation of $318,500 was included for the line 
from Clark Hill to Greenwood County. However, this amount was included in 
the appropriation bill for 1952, and I quote from Senate Report No. 499, Bighty- 
second Congress, first session, page 4: “with the definite understanding that the 
funds * * * are not to be used if the Southeastern Power Administration 
and the public utility companies in the areas concerned can enter into wheeling 
agreements * * * for the transmission of power from the Clark Hill Dam 
to Greenwood, §.C. * * * The committee, therefore, directs the Southeast- 
ern Power Administration and the Secretary of the Interior to exhaust every 
possible effort to obtain proper wheeling agreements before utilizing the funds 
recommended for the above-mentioned facilities.” 

Last year in my statement before this committee, I gave the position of this 
company in regard to transmission of power from Clark Hill to Greenwood 
County, and I qoute from that statement: 

“Duke Power Co. is also advised that the South Carolina Electric & Gas Co. is 
now constructing a high-voltage transmission line from the vicinity of Clark’s 
Hill to McCormick, 8. C., about 20 miles from Greenwood, 8S. C., and Duke Power 
Co, has agreed with South Carolina Electric & Gas Co. to participate in the 
cost of building a line from McCormick, 8S. C., to Greenwood, 8S. C. These lines 
will have ample capacity to transmit such power as the Greenwood County 
Electric Power Commission may be entitled to receive under its contract with 
Southeastern Power Administration and the companies involved will agree to 
transmit such power for a fair and reasonable compensation for the use of the 
facilities involved. No difficulty should be experienced in arriving at such com- 
pensation. By this arrangement one-half the amount of critical materials will 
be saved as well as the cost and expense to the Government of building a trans- 
mission line from Clark’s Hill to Greenwood. To sum it up, Duke Power Co. 
and the South Carolina Electric & Gas Co. will provide the facilities for trans- 
mitting the power from Clark Hill to Greenwood, receiving therefor a reason- 
able and fair compensation for the use of its facilities.” 

The necessary new construction under this proposal is shown in blue on the 
attached map, exhibit 1. 

You have heard in the statement just made by the representative of the South 
Carolina Electric & Gas Co. that this proposal to transmit power to Greenwood 
County was renewed by that company directly to SEPA in a letter to Mr. Charles 
Leavy, Acting Administrator, dated September 6, 1951. You have also heard 
from the representative of the South Carolina Electric & Gas Co. that on Novem- 
ber 18, 1951, at the last discussion between the officials of that company and 
the representative of SEPA, the SEPA representative “stated that due to condi- 
tions brought about by altered requests from Greenwood and from Santee-Cooper, 
the situation was now such that SEPA might not want a wheeling contract with 
South Carolina Electric & Gas Co. We understood that this change was due to 
demands for increased capacity by these two agencies, as well as by the fact 
that Greenwood had decided to construct its own line.” 

This is confirmed by the statement made in a letter from Mr. Ben W. Creim, 
Administrator, SEPA, to me dated November 6, 1951, as follows: 

“However, insofar as service to the Greenwood County Electric Power Com- 
mission is concerned, it now appears that none of the alternatives under con- 
sideration would require your company’s participation.” 

South Carolina Electric & Gas Co. has heard nothing from SEPA since the 
above-mentioned conference of November 13, 1951, and Duke Power Co. has 
heard nothing further from SEPA after the above-mentioned letter of November 
6, 1951. SEPA thus closed the door on the offer of the private companies to 
transmit this power. 

The offer of South Carolina Gas & Electric Co. and Duke Power Co. to provide 
facilities for transmission of electric power to be sold by SEPA to Greenwood 
County and to transmit this power to Greenwood County, at a reasonable charge 
to be determined by negotiation, has been open since the testimony on this 
matter about a year ago, and still stands. 
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The manager of the Greenwood County Electric Power Commission testified 
before the House subcommittee that during the latter part of 1951 and until 
the middle of January 1952 Greenwood County itself planned to construct a line 
from Greenwood to Clark Hill to receive the power to be purchased by the 
county. He stated that the county had entered into negotiations with material 
suppliers and a contractor for construction of the line. He further stated that 
during January 1952 the county received a letter from SEPA, “stating the Secre- 
tary of the Interior had directed its agency (SEPA) to proceed with the immedi- 
ate construction of the Clark Hill project to Greenwood * * = *” (pt. 4, hear- 
ings before the subcommittee of the Committee on Appropriations, House of 
Representatives, 82d Cong., 2d sess., p. 1304). 

Naturally, when so advised by SEPA, the county discontinued its plans for 
constructing the line. 

When the Interior Department in January announced its plans to construct 
the line, the Department made no further effort to negotiate with the private 
companies, although SEPA had terminated its negotiations with the private 
companies on the basis that Greenwood County was itself planning to build 
the line. 

As pointed out above, the Interior Department did not take any action toward 
constructing the line from Clark Hill to Greenwood until January 1952. Evi 
dently the House, in considering H. R. 7176, was under a misapprehension as to 
what had been expended on this line. Several times during the debate it was 
stated on the floor that the Government “has already $319,000 invested” in this 
line (Congressional Record, vol. 98, No. 50, p. 38015). 

However, Mr. Charles W. Leavy, Acting Administrator, SEPA, testified on 
January 15, 1952, before the House subcommittee in regard to what action had 
been taken toward construction of the line to Greenwood : 

“We have performed some preliminary design work. We have done some line 
location work, and we are ready to start surveys on it” (pt. 1, hearings before 
the subcommittee of the Committee on Appropriations, House of Representatives, 
S2d Cong., 2d sess., p. 33). 

In addition, the manager of the Greenwood County. Electric Power Commis- 
sion testified February 4, 1952 (pt. 4, hearings before the Subcommittee of the 
Committee on Appropriations, House of Representatives, 82d Cong. 2d sess., 
p. 1304), as follows: 

“Mr. Kirwan. How much of the line is built now? 

“Mr. Moore. As to the construction program, none of it is built now. 

“Mr. Kirwan. None of it? 

“Mr. Moore. No, sir; none of it is built. 

“Mr. Kirwan. There is nothing started on the construction program? 

“Mr. Moore. No, sir; just a survey has been made. 

“Mr. Kirwan. A survey has been made? 

“Mr. Moore. Yes, sir; the survey, and there has been some land acquire 
ment. 

“Mr. Kirwan. They have acquired some land already? 

“Mr. Moore. They are acquiring some land now.” 

It is evident, therefore, that very little of the funds appropriated last year 
have been spent. We further point out that in January of this year, as soon 
as we learned that SEPA proposed to build the line notwithstanding the offers 
made by the private companies, the attention of the chairman of this com- 
mittee was directed to the fact that SEPA had announced an intention to 
construct the line. The attention of the chairman was further directed to the 
fact that construction of the line hy SEPA would, under the circumstances, be in 
violation of the instructions issued last year by this committee in regard to the 
use of the appropriation for this line, these instructions being set out in Senate 
Report No. 499, above quoted. 

Subsequent to the recent hearings before the House subcommittee the two 
private power companies in the area, Duke Power Co. and South Carolina 
Electric & Gas Co., entered into negotiations with officials of the Greenwood 
County Electric Power Commission in regard to providing facilities for the 
transmission of power from Clark Hill Dam to Greenwood. These negotiations 
were apparently satisfactory and culminated in a letter of nnderstanding in- 
cluded in a letter of February 29, 1952, from S. C. MeMeekin, president, South 
Carolina Electric & Gas Co., to John B. Sloan, chairman, Greenwood County 
Electric Power Commission, copy of which letter and memorandum have been 
presented to this committee in the statement of the representative of the South 
Carolina Electric & Gas Co. You will recall from the statement of the South 
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Carolina Electric & Gas Co. that, by the arrangement contemplated in the letter 
and memorandum of February 29, 1952, Greenwood County would construct a 
short section of line from Clark Hill Dam to a line of the South Carolina 
Flectric & Gas Co.; this private company line would then be used to McCormick, 
s. C., and from there Greenwood County would build about 20 miles of line to 
Jreenwood, S.C. The line to be constructed by the county under this arrange- 
ment is shown on exhibit 1 in blue. The private companies agreed to participate 
in financing the part of the line to be built by the county, repayment to be made 
to the private companies through use of the line. The line to be built was to 
be owned by the county, and through this arrangement the county would be able 
to itself take delivery of the power at Clark Hill Dam, just as the county had 
contemplated taking delivery when in the latter part of 1951 the county planned 
to build the entire line from Greenwood to Clark Hill. 

We understand that last fall, when the county planned to build the line to 
Clark Hill and take delivery at that point, SEPA indicated that power would 
be sold to the county at a demand charge of 75 cents per kilowatt plus an 
energy charge of 4 mills per kilowatt-hour. This rate compared with a demand 
charge of 90 cents per kilowatt and a 4-mill energy charge specified in the 
county’s contract with SEPA under which SEPA would deliver the power at 
Greenwood. In the above-mentioned recent negotiations between the county 
and the private companies, the county naturally anticipated that, by taking 
delivery at the dam through the arrangement with the private companies, the 
county would thereby receive the lower rate previously indicated for power 
delivered at the dam. However, when the county notified SEPA of its con- 
templated arrangement to take delivery at the dam, we understand SEPA told 
the county that last year when SEPA offered a demand charge of 75 cents per 
kilowatt this was offered on power regardless of whether delivered at the dam 
or at Greenwood 41 miles away. When the county found it could buy at 
Greenwood as cheaply as at the dam, of course the county abandoned its con- 
templated arrangements with the private companies whereby the county would 
have taken delivery at the dam. The private companies learned that the 
county was dropping its contemplated arrangement with them too late to get 
this information before the Committee on Appropriations of the House of Rep- 
resentatives. 

SEPA estimates the cost of the line from Clark Hill Dam to Greenwood to be 
$1,172,000 (pt. 2, Justification, Department of Interior, Southeastern Power 
Administration, filed with House subcommittee, p. 27). The power to be sold 
Greenwood County is being sold pursuant to section 5 of the Flood Control 
Act of 1944, which directs that “Rate schedules shall be drawn having regard 
to the recovery * * * of the cost of producing and transmitting such elec- 
tric energy, including the amortization of the capital investment allocated to 
power over a reasonable period of years.” 

It does not seem that rates fixed in accordance with this provision can be the 
same at the dam and at Greenwood 41 miles away when the transmission line 
to Greenwood would cost $1,172,000, and in addition SEPA would sustain the 
line loss incident to transmission. SEPA has itself indicated that there is a 
definite cost incurred by transmitting from the dam to Greenwood. Mr. Charles 
W. Leavy, Acting Administrator, testified before the House subcommittee as 
follows: 

“Our studies show that when the line is loaded, as we expect it to be very 
soon, our transmission cost will be somewhat less than three-tenths of a mill a 
kilowatt-hour” (pt. 1, hearings before the subcommittee of the Committee 
on Appropriations, House of Representatives, S2d Cong., 2d sess., p. 33). 

Greenwood County is, of course, interested in securing from SEPA as low a 
rate as possible but I would like to point out to you that the Greenwood County 
Power Commission is not a nonprofit institution. The Greenwood County Elec- 
tric Power Commission is an agency of the County of Greenwood, S. C., and is 
engaged in the business of supplying electricity to customers in four counties 
of South Carolina for profit. This profit, when earned, serves to reduce the 
taxes imposed by the county. 

By way of summary, you will see from what I have said that SEPA closed 
the door on the offers of the private companies to transmit the power to Green- 
wood, indicating that further consideration of their offers was unnecessary as 
treenwood County planned to build the line itself. Then SEPA, without fur- 
ther negotiation with the private companies, announced it would build the line, 
thereby stopping the county’s plans to build the line. Thereafter, when the 
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county again proposed to build the line, in cooperation with the private com- 
panies, SEPA again stopped the county’s plans; this time by cutting the rate 
at which SEPA proposed to sell to the county. Certainly SEPA has not complied 
with the instructions of this committee that it “exhaust every possible effort” 
to obtain contracts with private companies. 

Not only is construction of the line by SEPA contrary to the instructions of 
this committee but it is contrary to the provision of section 5 of the Flood 
Control Act of 1944 that “The Secretary of the Interior is authorized * * + 
to construct * * * only such transmission lines and related facilities as 
may be necessary” in order to make the power available for sale. Here we 
have the offer of the private companies to transmit the power, and in addition 
Greenwood County has twice made plans to construct the line, once alone ani 
once in conjunction with the private companies. Most certainly construction 
of the line by the Secretary of the Interior is not “necessary” in order to sell 
the power. In fact, we have a seemingly remarkable situation: The Department 
of the Interior insists that it spend $1,172,000 in order to sell power at the 
same price that can be obtained without expending any part of this $1,172,000. 

We suggest for your consideration: 

1. Have SEPA and the D>partment of the Interior complied with the instruc- 
tions of this committee and of Congress? 

2. Is it necessary that the Secretary of the Interior spend $1,172,000 in order 
for Greenwood County to get Clark Hill power? 

3. Have the private companies been fairly dealt with? 

We respectfully submit that the proposed expenditure by SEPA of $1,172,000 
for construction of this line is unnecessary, unlawful, and wasteful; that the 
1952 appropriation for this line should be withdrawn; and that the appropriation 
for this line requested for 1953, as well as the appropriations requested for other 
lines, should be denied. 


Mr. Cocxr. If there are any questions, I would like to answer them. 

Senator Haypen. I think Senator Ellender has asked all the 
questions. 

Mr. Cocker. When this first came vp and we made our proposal, I 
transmitted it to you, as you recall. 

Senator Haypen. I remember. Thank you. 

Mr. Cocke. We feel we have done anything we could. 

Senator Hory. Mr. Chairman, I would like you to hear Mr. Sutton, 
who is president of Carolina Light & Power Co. 

Senator Haypen. Mr. Sutton. 


STATEMENT OF L. V. SUTTON, PRESIDENT, CAROLINA POWER & 
LIGHT CO., RALEIGH, N. C. 


CLARK HILL-HARTSVILLE AND KERR DAM-KINSTON TRANSMISSION LINES 


Mr. Sutrron. Mr. Chairman and gentlemen, my name is L. V. 
Sutton. Iam president of Carolina Power & Light Co., which serves 
a 30,000-square-mile area in North Carolina and South Carolina. I 
reside in Raleigh, am an engineer by profession, and have spent my 
entire business life in operating, designing, constructing, and manag- 
ing electric utilities located in the South. 

This is the second time I have appeared before this committee in 
opposition to requests made by SEPA for appropriations. The re- 
quests made this year, although stated in different words, are identical 
in purpose with those refused by the last session of the Congress. 


AMOUNTS REQUESTED 


The House bill which is before you, and the request made to you 
by SEPA for restoration of items denied by the House, is as follows, 
and then I have them listed in the table in my prepared statement. 
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I am opposed to all of them, but I am going to confine my remarks 
to those principally concerning the territory served by Carolina 
Power & Light Co., which are: “Purchase of steam energy for resale 
and payment of ‘wheeling’ charges, $495,000,” “Clark Hill-Hartsville 
line (planning), $25,000,” and “Kerr Dam-Kinston line, $450,000. 

You have my testimony, and I am going to high light and just 
refer to certain parts of it. ; 

There is a map which you have that shows the lines under considera- 
tion. It is called map 1. That is the line from John Kerr Dam 
and also the line from Augusta to Clark Hill and Hartsville. 

There have been some important changes in the situation since I 
appeared before you last year. You will remember that a year ago 
one of the reasons advanced for the need of Federal transmission lines 
in North Carolina was the high rates and poor service of the Tide- 
water Power Co. to the rural electric cooperatives in the area. 


POWER-SHORTAGE CLAIM 


Another was an entirely false claim of a power shortage in the area 
served by Carolina Power & Light Co. There has been no power 
shortage; there is no power shortage, and the matter of rates and 
inadequate service has now been eliminated. 

When our company acquired Tidewater Power Co., and I am de- 
parting from the script, there was editorial comment all over the 
State in thé papers, in commendation and approval. I want to read 
the paragraph of one of them [reading]: 

An editorial chorus of approval broke forth all over the State last week 
without one dissenting voice that we could detect, following the announcement 
that the Carolina Power & Light Co. would purchase the Tidewater Co. We 
also agree that this merger will be in the best interest of the State. The history 
of Carolina Power & Light Co. in this area has been a splendid one, 

That is the general tone of the editorials which met with approval 
throughout the State. 

Senator ELLenper. Was that not the area where the cost of elec- 
tricity was so great 

Mr. Surron. That was the area. 


POWER RATES TO COOPERATIVES 


Immediately we acquired the property, the co-op rate was reduced 
to 74 mills, which is a rate we have been charging for some 7 or 8 
years in our territory. 

Senator ELtenper. Is that the same rate as other cooperatives are 
getting in that area? 

Mr. Surron. That is correct. Duke has been charging that, and 
ourselves, for many years, and Virginia has, too. 

Senator ELLENpeER. So the cut in the rate was over 50 percent in the 
course of 12 months, is that correct ? 

_ Mr. Surron. It is a little bit different than that. When your hear- 
ing was held last year, the rate was spoken of as 16 mills. I think that 
was a maximum, but it was high. Following the hearing we made. 
arrangements with Tidewater Power Co. where we agreed to pay 
part of the cost. We were then negotiating with them for the pur- 
chase, and they reduced it to 8 mills. Contracts were signed with all 
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of the REA’s in that area on the basis of 8 mills. As soon as Carolina 
acquired Tidewater, the rate was reduced to 714 mills. We have 
5-year contracts with all of the cooperatives. 

_ When the contracts were entered into a provision for wheeling was 
offered, but that was refused. Other language put in its stead which 
in substance could be construed to mean that if a wheeling arrange- 
ment or something was worked out that was better than anything we 
could offer, then they had a right to give us a concellation on those 
contracts. 

Senator Haypren. Let me get that clear. As far as the rural elec- 
tric cooperative is concerned, you have, by acquiring this other com- 
pany and your general policy over the rest of the area served by 
your company, you serve them at 714 mills? P 

Mr. Surron. That is correct. 

Senator Haypen. And you entered into this agreement with them, 
that if they can get power at a lower rate, you wheel it to them? 


CANCELLATION PROVISION 


Mr. Surron. That is right; or rather, no, we offered to put that in 
the contract, and it was not accepted, that we would wheel it, and 
we stated the rate at which we would wheel it. That was not accepted. 
instead of that, they asked to put in a clause, to which we agreed, 
that should SEPA work out some arrangement where they could 
deliver them power at a rate better than we were doing and we could 
not meet it, then they could serve notice of cancellation on us. 

Senator Haypen. I see. So far as the cooperatives are concerned, 
they are free to take advantage of any better rate that they may 
obtain by reason of anything that may be done by the Southeastern 
Power Administration ! 

Mr. Sutron. That is correct. In the contracts that we have with 
ihese cooperatives that were in the Tidewater area. But they are 
now getting the 714 mills. 

Senator Haypen. Would that apply to other cooperatives through- 
out the State? 

Mr. Surron. All of the others have been just signed up to 714 mills, 
and for years we have been carrying them at that rate. That issue 
has never come up. 

Senator Haypen. This may be a principle that is involved, but 
other cooperatives also being preferred customers, if you made the 
same kind of arrangements with the people in Tidewater, you would 
do it elsewhere on your system. As far as I understand your state- 
ment, the company is perfectly willing to cooperate with the rural 
electric organizations to see that their members get power as cheap 
as it is possible in any way ¢ 

Mr. Surron. That is our policy, and we have tried to observe that 
in the past, and I think we have. <A statement was made by the 
engineers some time ago that the Buggs Island power would cost 
9.1 mills for firm power at the dam. I do not know what the power 
will cost, but if they observed the instructions or the act of Con- 
gress and made a rate that is commensurate with the cost, I am of 
the opinion that we can deliver it to these cooperatives at 714 mills, 
at a rate cheaper than they do it. But we have left the door open 
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in case they could make something better. We can go before our 
Commission, and if they will approve it, we may have the privilege 
of meeting that. 

Senator Haypren. There are two types of preferred customers with 
the Government in that area; one, the rural electric cooperatives, and 
you are willing to see that they get the benefit of cheap power; the 
other type would be a municipality which has its own power system. 
Are there many of those ? 


COOPERATIVES CONTRACT WITH GOVERNMENT 


Mr. Sutron. There is a number of those. I might mention here, 
which I think is of interest, a fact regarding Rocky Mount and Wilson 
and Farmville and Washington and Greenville. Our company and 
the Virginia Electric & Power have made contracts with them to serve 
them, even though at the time SEPA had a representative there, and 
they refused them or preferred to sign up with us for periods of 20 
years and 10 years, rather than sign up with SEPA. 

One of the main reasons is that if they become signed up with SEPA, 
SEPA tells them what rate they shall charge and how they shall con- 
duct their business. We sell them at our published rate, and they can 
run their business how they please and charge what rates they please. 
Danville, Va., is an outstanding example. It is right within the 
shadow of Buggs Island. They had negotiations with SEPA and re- 
fused to sign up and placed an order for a steam turbine. In other 
words, they preferred to make their own power, even though it might 
cost more, rather than to sign up and become customers of SEPA and 
have SEPA tell them how they should run their business. 

Senator Haypren. In case some municipality where you are now 
serving the customers directly decided to go municipal, what happens 
then ? 

Mr. Surron. You mean if we have a town like Henderson where 
we have a franchise and are doing a distribution business? 

Senator Haypen. Yes. 

Mr. Surron. Since we have a franchise, and are doing a distribu- 
tion business, we do not consider them a municipality, and we do not 
expect to turn that over to the Government. Otherwise, we would 
be put out of business. 

Senator Haven. I understand you do not want to give up your cus- 
tomers. But the point I am getting at is that these franchises expire. 

Mr. Surron. That is right. 

Senator Haypen. And there are cities where a private utility has a 
franchise with an expiration date, and when that expires, they vote 
that they are going to generate their own power. hat would be 
the status of a city of that kind? 

Mr. Surron. If we could not convince them it is to their interest 
to continue with us, I think we would follow the plan that we proposed 
before you last year, that we would still want to keep them as our 
customers, but we would buy the Government power at the dam, trans- 
mit it without profit, at cost, and deliver them what they wanted. 

Senator Haypen. Your procedure would be somewhat different 
with respect to municipalities and rural electric cooperatives? 

_ Mr. Surron. Yes; for this reason; we feel the rural cooperative 
is like a part of the Government. Therefore, if the Government wants 
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to take them over or run them and the cooperatives want to hive 
SEPA be their power supplier and become their customer, that is 
all right. We have agreed that we will wheel for them. But we have 
not agreed to that on the other. But these municipal towns that we 
have taken in recently we have told them that we would arrange 
to do that for them. I am going to mention later about the towns 
we have worked with, these municipalities in eastern North Carolina. 

I might put this in. We have been serving Rocky Mount and 
Wilson for a number of years. We sell them some power, backstand 
them and interchange power with them. We had a delegation from 
some of the other towns. They said, “Will you and Virginia do for 
us what you are doing for Wilson and Rocky Mount? We need 
power, but we do not want to become customers of SEPA. We would 
rather buy your power if you will sell it.” Virginia and ourselves 
have gotten eaaidtiner and we have under construction a 110-kilovolt 
loop line and have contracts with Farmville, Washington, and Green- 
ville to do that. In other words, they had the choice of going with 
the Government, but they want to run their own business, and the 
rate we are giving them is very low, less than a cent. When I say 
“a cent,” some will get it for around 8 and a fraction mills, some 
for 9, some for 10 mills, depending on the size. But it is standard 
rate approved by our State commission. 


RATES LOWER TO COOPERATIVES 


Senator Ettenper. You furnish the cooperatives at a cheaper rate 
than the municipalities? 

Mr. Surron. That is correct. 

Senator ELLENDER. Why is that? 

Mr. Sutrron. We have felt that it was desirable to cooperate with 
the development of the country and development of the farm area. 
The Government has made this effort to bring lines or service to 
farm customers that we were not able to reach. We would have liked 
to have served them all if we could, but there were some that were 
not justified financially. We helped to organize some of these coop- 
eratives, and we have worked with them. We had some trouble get- 
ting our North Carolina commission to approve that rate. I remem- 
ber one member of the commission did not see why they should get 
a lower rate. In South Carolina we did not have that trouble, because 
the commission there was anxious for us to put ina special rate. 

Senator Haypen. You may remember, Senator Ellender, that the 
Montana Power Co. testified here that they had made a favorable 
arrangement with the REA co-ops, because they believed that if you 
built up the agricultural area it would increase the business in the 
towns, and that is where they were doing business. 

Senator ELtenper. I understand. I simply wanted to put his re- 
marks in the record. How much more or less do the farmers pay for 
their electricity than the city people? 

Mr. Surron. We serve about 100,000 rural customers ourselves, and 
the rate is exactly the same, except the minimum is $2 rather than $1. 
Each one of those co-ops set their own rates. But it my understanding 
that as a whole they are considerably higher than ours in the city. You 


would expect that because in these rural customers 
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Senator E.tenper. That is because the production costs are higher. 

Mr. Surron. They have distribution lines and fewer customers. I 
think what they are charging is proper. 

Senator Extenper. What about the rate that is charged to the city 
people by the various municipalities? Are they about the same? 

Mr. Sutton. No; I think everyone is higher than our company’s 
rates. I mean where the municipality is in business and buys power 
from us or otherwise, in our territory I think everyone is charging 
higher rates than we are. 

Senator ExLtenper. When you say “we are’ 

Mr. Surron. I mean Carolina Power & Light Co. 

Senator ELLenper. You mean as to municipalities you yourself 
serve ¢ 

Mr. Surron. I mean the customers in towns like Rocky Mount and 
Wilson. These that have their municipal plants, their rates are higher 
than the rates of Carolina Power & Light Co., which are uniform to all 
of our customers in the cities and also the rural customers. 

Senator Evutenper. Are there any cities in your area that you your- 
self furnish, that you have a franchise in? 

Mr. Surron. Practically all of them. 

Senator E.tenper. And when you say that the rate to those cus- 
tomers is cheaper, you mean that those to whom you yourself furnish 
it is cheaper than where the municipalities proceed to manufacture and 
distribute the power for sale? 

Mr. Surron. That is correct. We are serving residential customers 
and an average of 3,000 kilowatt-hours a year at an average rate of 
2.1 cents per kilowatt-hour. That is a large consumption, and I think 


9 


the consumption is due to the fact that the rate is low. 

Senator i caees. Do you attribute that to the fact that you pro- 
duce it on a larger scale than do the smaller municipalities that 
produce their own power! 


Mr. Surron. I like to feel this way, that private enterprise can do a 
more efficient, better job, and yet pay out almost a fourth of a dollar 
to taxes. 

Senator ELLenpeR. That is the answer I expected. 


TIDEWATER AREA POWER SERVICE 


Mr. Sutton. Now, just one more word about this Tidewater terri- 
tory. Immediately we took that over, we began building. In addi- 
tion to the rate reduction to the cooperatives, and a substantial reduc- 
tion to all customers in the territory, we immediately started on a pro- 
gram building additional transmission lines, substations and have al- 
ready started under construction a large steam plant, with an initial 
capacity of 300,000 horsepower located near Wilmington, which is 
down here in that tidewater territory. Our company’s postwar con- 
struction program will be around 150 million. All Government 
agencies and public bodies as well as our other customers are at present 
being adequately served by reasonable rates. There is no demand for 
service which we have not met and we will meet increasing require- 
ments in advance of the actual needs of our customers, unless we are 
restricted by the Federal Government in obtaining the necessary mate- 
rials and equipment. 

We have at Goldsboro this big plant, 80,000-kilowatt unit, there, and 
either during this month or next we will bring in a second unit. So 
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that plant at Goldsboro will have a capacity of firm power, if operated 
only 85 percent of the time or in excess of 1 billion kilowatt-hours 
a year. 

At Lumberton we are bringing in another large unit, 75,000 kilo- 
watts, which we hope to have in August. Then I mention this large 
plant we have just started, and we expect to bring the first unit in 
1954, and the second unit in 1955. 

Senator Exienvrr. Is that at Wilmington ? 

Mr. Sutron. Yes, sir. 

Senator ELtenper. How many customers were involved in this ac- 
quisition of yours approximately ? 

Mr. Sutrron. About 50,000 customers. 

Senator ELLenperR. What was the reaction of the people there when 
you took over? Did your lower rate immediately go into effect? 

Mr. Sutron. We put into effect immediately a ‘rate reduction of 
$810,000 a year. It was more than that, because in addition to the 
$810,000, we put in for all residential customers and rural customers, 
what we called an inducement rate. That is, if they paid us as much 
money, or used as many kilowatt-hours, this year as they did last, they 
get a reduction. But if they use more they get a lot of free kilowatt- 
hours, which brings it down to our Raleigh rate. 

So you might say the reduction they will enjoy will be in excess of 
$1 million. 

Senator ELLenper. You may answer this question or not, but I am 
curious to know why Tidewater did not do what you did. 

Mr. Surron. It is a smaller company. That company has a rather 
hectic background. It was sold to what you call promoters. In- 
sull had it for a while. Associated Gas had it for a while. 

Senator Exvtenper. “Nuff sed.” 

Mr. Surron. I am not going to go over what had been repeated 
before, but in December 1951, we put in the record then, and we are 
repeating here, a letter from Mr. Creim, in which we stated, as we 
told several of the Senators subsequent to the hearings, we are will- 
ing to accept in principle the Georgia proposal. 

Before I get off the line, I want to mention this. I think it is 
of interest. Secretary Chapman has stated that he urged the com- 
mittee “to appropriate the necessary funds to bring power to pref- 
erence customers in the area where we have not been able to obtain 
agreements with the company except on their terms.” I have men- 
tioned that. ‘Then he implies that there is a need for power for these 
municipalities and for these cooperatives. 


BUGGS ISLAND-KINSTON TRANSMISSION LINE 


Since I made the prepared statement, I have seen this very surpris- 
ing statement. The statement is by Mr. Leavy, the same gentleman 
who appeared before you. Tt came out in the Carolina Farmer, the 
official organ of the North Carolina rural cooperatives. It is so 
surprising that I just want to read two parts from this statement : 


To control the Roanoke River and develop its hydroelectric resources is a 
many-sided economic and engineering problem. The river is constantly chang- 
ing. In some years it rises to devastate towns and country. In other years 
it falls away to a trickle insufficient to support fish and wildlife or earry away 
its burden of industrial waste. 
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This is that plant that was authorized for $30 million and now 
is going to cost $100 million. 

He says: 

One essential function of the proposed line— 
this is the Kinston line— 


is to provide for the availability of power with which to supplement the 
Kerr projeet generation when low water conditions make it necessary. To 
accomplish this, the line interconnects with the municipally operated power 
plants at. Rocky Mount, Wilson, and Kinston and thereby has available large 
amounts of excess steam-generating power. Between Wilson and Kinston 
the line deviates to Goldsboro, a major load center of Carolina Power & Light 
Co., where interconnection creates an opportunity to secure such power as the 
company has in excess of its own needs and is willing to make available. 


Here is another reason for the line. I think they have sort of run 
out of power shortage and insufficient power, because now we have 
the power there and the company has taken over. Then we find this 
other justification for the line. 

Senator Extenper. Where did that appear which you just read ? 

Mr. Surron. This appeared in the Carolina Farmer, issue of Feb- 
ruary 1952, the official organ of the North Carolina Rural Electric 
Cooperatives, and it is by Charles W. Leavy, Acting Administrator, 
Southeastern Power Administration. I would be glad to put this in 
the record. 

(The article referred to follows:) 


[From the Carolina Farmer, February 1952] 


Bueas IsLAND-KINSTON TRANSMISSION LINE—LIFELINE FOR NorTH CAROLINA 
Co-ops 


(By Charles W. Leavy, Acting Administrator, Southeastern Power 
Administration) 


The John H. Kerr Dam and Reservoir project, the new name for Buggs Island, 
is scheduled to begin hydroelectric power generation in December of this year. 
A power rate has been set which establishes a new low in rural electric power 
supply cost for the area. The entitlement of cooperatives to preference in the 
sale of the power is provided by law. Only the provision of transmission facili- 
ties is now required in order for the rural electric cooperatives of North Carolina 
to realize their long-expressed desire to have the Roanoke River one day become 
a dependable source of low-cost power supply. 

To meet this final requirement, the construction of a transmission line is 
proposed by Southeastern Power Administration, the agency responsible for 
transmitting and marketing Kerr project power. A construction start is planned 
by SEPA for the fiscal year which begins this next July. The Congress is now 
considering the agency’s request for appropriation of the funds required. 

The proposed line is routed from Kerr project to Rocky Mount, Wilson, Golds- 
boro, and Kinston, and has been designed for the accomplishment of several 
essential functions. An understanding of why this route was selected, as well 
as the purposes the tine will serve, requires a brief examination of the Roanoke 
River and the relationship the river bears to the power plant at the Kerr project. 

To control the Roanoke River and develop its hydroelectric resources is a 
many-sided economic and engineering problem. The river is constantly chang- 
ing. In some years it rises to devastate town and countryside. In other years 
it falls away to a trickle insufficient to support fish and wildlife or carry away 
its burden of industrial wastes. This rise and fall causes the hardship which 
demands the construction of dam and reservoir projects for flood control, pollu- 
tion abatement, and fish and wildlife preservation. The same rise and fall 
is also an obstacle to be overcome in exploiting the river’s hydroelectric poten- 
tial as a source of rural electric power supply. 
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Under an independent operation, without assistance of any kind, the Kerr 
power plant’s ability to serve rural electric systems rises and falls with the 
river. When the river is high, the plant is able to generate large quantities 
of power for the periods of time required by the cooperatives’ loads. When the 
river is low this ability is reduced. In order for the plant to be able to provide 
service all the time it is necessary to have outside power available to replace 
that which cannot be generated at the project during low water periods. 

One essential function of the proposed line, therefore, is to provide for the 
availability of power with which to supplement Kerr project generation when 
low water conditions make it necessary. To accomplish this, the line inter- 
connects the municipally operated power plants at Rocky Mount, Wilson, and 
Kinston, and thereby has available a large amount of excess steam generated 
power. Between Wilson and Kinston the line deviates to Goldsboro, a major 
load center of the Carolina Power & Light Co., where interconnection creates 
an opportunity to secure such power as the company has in excess of its own 
needs and is willing to make available. This “firming” of the project, as it is 
called by the engineers, enormously increases the value of Kerr project to the 
rural electric systems. 

Power deliveries to the rural electric cooperatives of the area are another 
essential function for which the line has been designed. The facilities necessary 
to provide service to cooperatives have been included in the substations at Rocky 
Mount, Wilson, Goldsboro, and Kinston. 

This function which the line performs in making power available to the rural 
electric systems is an observance of the preference entitlement granted coopera- 
tives by law. Of equal importance, the line is also a response to need, a demon- 
strated need of long standing. For several years the cooperatives of the area 
have been federated into one general organization dedicated to the improvement 
of their inadequate power supply. Expressions of interest in securing power 
from the Kerr project have been repeatedly volunteered by cooperatives since 
the time the project was first authorized. 

There is one last function that the line performs which is not identified with 
any particular engineering feature or aspect of design. By moving power away 
from the plant and making it available at load centers in areas of power need, 
the line encourages widespread use and prevents monopolization at the project. 
It insures that Kerr project power will be available for sale at the lowest possible 
rates, and on fair and reasonable terms and conditions. It is a final safeguard to 
the preference entitlements of the cooperatives. 


Mr. Surron. When they talk about a surplus of power, of course 
any surplus power that the Carolina Power & Light Co. may have in 
its plant, we have plenty of lines to transmit up to Buggs Island. We 
are building two additional lines now to take care of the increased 
power we have. 

As to the municipalities, these are rather amusing, because we have 
contracts with practically all of them, and every one of them are going 
to be short of reserve this fall, and told us they expected us to furnish 
it. Not only that, but we have contracts with them where in consider- 
ation of this interchange agreement, and the purchase and delivery of 
power that they turn their steam reserve over to us in case we ever 
want to use it. 

So with those facts—and I will not go into detail about the length 
of the contract, and all on that—that makes this statement a rather 
surprising statement, and I want to get that in the record. 


WHEELING CONTRACT NEGOTIATIONS 


I state in the letter that I referred to of December 31, where we 
agree to wheel this power for the co-ops, that the rate which at that 
time was as low as any rate that the Interior Department had entered 
into, and that was a rate of one-half mill for the first 50 miles, and 
1 mill for each succeeding 50 miles. That was a rate we made there. 
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That letter was acknowledged on January 5, 1952, by Mr. Creim, and 
here is what he says: 

It appears that it would be desirable for representatives of Southeastern and 
your company to meet in the immediate future, Unfortunately we are not 
presently in a position to suggest a date for such a meeting, due to the imminence 
of hearings.on Southeastern’s request for appropriations for the fiscal year 1953, 
and the uncertainty as to the date Southeastern’s representatives will be required 
to appear. However, I anticipate that this uncertainty will soon be resolved 
and as soon as it is, we will communicate with you further in order to agree upon 
a date for a meeting. 

I put that letter in the House hearing. We wrote them at the end 
of last year, and we have not gotten together with them, and that was 
the letter. We heard nothing from them until last Friday, and we 
got a letter that stated that they are unable to set any date for con- 
ference, but they want to ask us about certain information. 

I mention that letter for this reason, because it has a bearing on some 
of these gentlemen who have come in here. I am advised, and I think 
I am correct, that a person who had the blessings of the Interior De- 
partment and the national REA appeared on April 9, last month, 
and a meeting was called of the eastern North Carolina Electric Mem- 
bership Corp. These are the ones in the tidewater territory in the 
eastern part. We are told by certain of them that he told them that 
Buggs Island was going to have a lot of cheap power available, and 
that they should have it, but the Carolina Power & Light Co. would 
not talk to the Interior Department and SEPA and would not negoti- 
ate with them with regard to making any arrangement for the delivery 
of that power, and asked them to send communications or resolutions 
to the Congressmen and the Senators in the State and then to come up 
here and go before you gentlemen on the same matter. 

Now, a number of the co-ops are satisfied, and have so told us, and 
said they were not coming or getting out resolutions. But I am call- 
ing that to your attention, because I do think it is rather unfair when 
I have read the letter I have, for SEPA to tell them, as we understand 
they have, that we will not cooperate with getting this power to them. 

I wish to assure this committee that there is not the slightest need 
for furnishing SEPA with a club in the form of these appropriations 
in order to secure a fair trade from us in the public interest. On the 
other hand, we fear that once the appropriations are made, the lines 
will be built, and we will be confronted with socialized power in our 
midst with a tax-free subsidized competitor. 

In Arkansas, SEPA just signed, and the Federal Power Commission 
has approved a contract there, where the power is sold en bloc and 
integrated with the steam power of the company, and is, I think, a 
very splendid and desirable arrangement. We asked for that a year 
ago, and we think that is the proper way to get that power distributed. 

The other map shows the lines in the territory that we are serving, 
and then attached to here is a number of statements and telegrams 
from mayors and those in that section. I want to read a couple of 
pages here. 

ROANOKE RIVER RAPIDS CASE 


The report of the Federal Power Commission examiner in the Roa- 
noke River case bears on the point which I have just made. The 
examiner said: 


The Flood Control Act of 1944 does not charge the Secretary of the Interior 
with the duty or confer authority to provide means to supply all power require- 
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ments of public bodies and cooperatives; except insofar as it can be done from 
the surplus power available from constructed Army projects when such prefer- 
ence customers with to purchase it and are able and willing to take it upon terms 
which meet the standards prescribed in section 5 of the said act; nor is: authority 
found in section 5 to arrange for or provide new sources of power for new 
preference-customer loads to be developed in the future. 

The Secretary himself made a statement on page 2 of his petition 
for rehearing: 

The interest of the Secretary of the Interior is that of a competitor of Vepco 
in the sale of power in the Roanoke River area in Virginia and North Carolina. 

At the October term, 1951, in the Supreme Court of the United 
States, Secretary Chapman through his counsel, Mr. Gregory Han- 
kin, filed a petition for the issuance of a writ of certiorari] to review 
the judgment of the fourth circuit court rendered in the Roanoke 
Rapids case. The petition devotes several pages to a discussion of the 
interest of Secretary Chapman in the case as a competitor of Vepco. 

On pages 17 and 18 of the petition, the following startling state- 
ments were made: 

In the disposition of power in the Buggs Island-Roanoke Rapids area to public 
bodies, cooperatives, and others, the Secretary is in competition with Vepco. 

The competition between the Secretary and Vepco is not mere theory. It is a 
very real and keen competition. 

I want to tell you gentlemen, in my opinion it is competition to the 
death for private utilities in that area if you gentlemen give them 
what they ask for. 

Southeastern was not directly included as a respondent (I am 
going over this, and the points we have here, and I want to add to it). 
We do not think that by any construction of the act Interior has a 
right to become a power broker, and go in and buy power and sell 
it and engage in the power business. The court in Arkansas held that 
and I cannot find any interpretation to the contrary. 

Senator Haypen. In your opinion, the Corps of Engineers con- 
structs a. flood-control dam and that dam is capable of generating 
hydroelectric power, and the limit of the authority of the Secretary 
of Interior to dispose of power is the quantity of power firmed up, 
perhaps, by some firming agreement with a private utility, and he 
cannot go beyond that. He cannot go out and buy power from some 
other source and bring it in and add to that which was generated by 
hydro? 

Mr. Surron. That is my opinion, and I will go a little further, be- 
cause when you come to firming, you are going into buying of power. 
Arkansas is taking care of that by selling it wholesale and the com- 
pany integrates it with the steam power. I think that is within the 
law. I do not think the other is. 

In closing, we know of no demands in the area we serve for 
Government power, and we know of no towns and cities which have 
expressed a firm desire for power that we cannot take care of. How- 
ever, they have certainly indicated a desire for our service—these 
municipalities—rather than the Government service. 

For the reasons I have stated in my testimony, I ask that you reject 
the request of the Secretary of the Interior for appropriations for the 
projects I have discussed with you and for these items. They are not 
necessary, and will be wasteful of vital materials and taxpayers’ 
money. I assure you that if our request is granted that. power from 
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these Government dams will be distributed in the public interest in 
accordance with the requirements of the Flood Control Act, and 
without the construction of Federal transmission systems in our area. 


I thank you. 

Senator Haypen. Your full statement with the exhibits thereto will 
be inserted in the record at this point. 

(The statement referred to follows :) 


STATEMENT ON BEHALF OF CAROLINA PowER & Ligut Co. IN OPPOSITION TO APPRO- 
PRIATIONS FOR SOUTHEASTERN POWER ADMINISTRATION FOR FIscaL YEAR ENDIN:s 
June 30, 1953 


My nameis L. V. Sutton. I am president of Carolina Power & Light Co. which 
serves a 30,000-square-mile area in North Carolina and South Carolina. I reside 
in Raleigh; am an engineer by profession and have spent my entire business life 
in operating, designing, constructing, and managing electric utilities located in 
the South. 

This is the second time I have appeared before this committee in opposition to 
requests made by SEPA for appropriations. The requests made this year, 
although stated in different words, are identical in purpose with those refused 
by the last sessions of the Congress, 

The House bill which is before you, and the request made to you by SHPA 
for the restoration of items denied by the House, is as follows, and then I have 
them listed in the table in my prepared statement: 


APPROPRIATION BILL AS PASSED BY THE HOUSE 


A rn es i besneaenmbicbninateee $265, 000 
Purchase of steam energy for resale and payment of “wheeling” 
495, 000 
3869, 500 
a RNs has e  iianieihinioeidiblsion 90, 000 


Totals in House bill 719, 500 


- RESTORATION OF ITEMS DISALLOWED BY HOUSE 


Clark Hill-Batesburg line 1, 086, 000 
Clark Hill-Hartsville line (planning) 25, 000 
Kerr Dam-Kinston line 450, 000 
Ciark Hill-Augusta line 479, 000 
Jim Woodruff-Tallahassee, Fla., line (planning) 25, 000 
Jim Woeodruff-Wiregrass line (planning) 25,.000 
General plant 40, 000 


Total restoration 2, 130, 800 


Total request before Senate 3, 849, 500 


As before I am confining my remarks to the appropriations which affect North 
Carolina and South Carolina, and particularly to those having an adverse effect 
on Carolina Power & Light Co. In so doing, I do not mean to imply that I 
favor any of the appropriations requested by SEPA. They are all unnecessary, 
and represent.a waste of taxpayers’ money, and of critical materials. 

I have prepared a map showing in heavy black lines the unnecessary trans- 
mission facilities which I am going to discuss. The shaded black lines show 
other proposed facilities in the two States that would not reach areas now 
served by Carolina Power & Light Co. I have included them on the map in 
order to make it complete. d 

here have been some important changes in the situation since I appeared 
before you last year. You will remember that a year ago one of the reasons 
advanced for the need of Federal transmission lines in North Carolina was the 
high rates and poor service of Tide Water Power Co. to the rural electric co 
operatives in its area. Another was.an entirely false claim of a power short- 
age in the area served by Carolina Power & Light Co. 
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Early this year Carolina Power & Light Co absorbed Tide Water Power (‘o. 
The rural electric co-ops in that area are now receiving our very low electric 
co-op rate of 74% mills a kilowatt-hour under new 5-year contracts. This rate. 
below the national average, is also lower than SEPA can charge for Kerr Dam 
power if it obeys the law under which it is supposed to operate. This consoli- 
dation has removed every vestige of the excuse that the proposed Government 
line to Kinston was needed to relieve the Tide Water situation because that 
situation no longer exists. 

Carolina Power & Light Co. is spending $150,000,000 on a postwar construction 
program. Two big new units totaling 200,000 horsepower go in service this 
year. A new 300,000-horsepower generating station at Wilmington is under con- 
struction. We have supplied large amounts of power and energy to others dur- 
ing the last year to aid them in meeting extraordinary calls for power for (e-. 
fense purposes. Facts such as these have ruined the false claim of a power 
shortage, and SEPA did not repeat the charge in its application to you to re 
store the appropriations denied by the House. 

All governmental agencies and public bodies, as well as all our other customers, 
are at present being adequately served by reasonable rates. There is no demand 
for service which we have not met, and we will meet increasing requirements 
in advance of the actual needs of our customers, unless we are restricted by the 
Federal Government in obtaining the necessary materials and equipment. The 
adequacy of our facilities has been so well demonstrated that in its statement 
to this committee SEPA has made no claim of lack of capacity in the transmission 
system of Carolina Power & Light Co. 

Every one of the previous excuses to build the Federal lines has been exploded: 
the sole reason now advanced is and I quote from the statement of Secretary 
Chapman: 

“T strongly urge the committee to appropriate the necessary funds to bring 
power to preference customers in areas where we have not been able to obtain 
agreements with the company except on their own terms,” 

This is not a valid excuse. Carolina Power & Light Co. has at all times been 
willing to enter into an agreement with SEPA to distribute power from the 
John H. Kerr Dam in the public interest and in accordance with the require- 
ments of the Flood Control Act of 1944. SEPA has not been open and above- 
board in this matter; we have not been able to get the facts or to meet with 
its staff to negotiate an agreement. Let me explain this serious situation to you. 

We understand that both the, Clark Hill and Kerr projects will be ready to 
deliver power late in 1952. We do not know the extent of. the power and 
energy to be available. We do not know what rates are to be charged for it. 
We read in the SEPA testimony that it expects to raid us and take over some of 
our customers which we have under contract, but we have no knowledge of which 
ones, if any. 

We will buy a block of power from the Kerr Dam if SEPA will sell it to us, 
despite the high rate which must be charged for it if SEPA follows the provisions 
of the law under which it is supposed to operate. But we do not know yet how 
much power we can obtain, although we must plan ahead at least 3 years so as 
to be sure to have enough power for our customers. All we do know is that 
SEPA, as it did last year, and as it did before the House this year, is asking 
for money to build some wholly unnecessary transmission lines. 

It would seem to me that an agency of the Federal Government should 
announce its position, rates, and other pertinent matters clearly and definitely. 
The dams are nearly done, Their costs are well known. The agency sliould 
have one set of principles for all. Why all the secrecy? 

On December 4, 1950, our company made an offer in writing to SEPA. A copy 
was made a part of the record at the hearing before this committee a year ago, 
and, unless you desire me to, I do not intend to refile it at this time. 

In brief, Carolina Co.’s offer included : 

1. The transmission of Government power to the so-called preference cus- 
tomers not served by the company without any mark-up in price on our part— 
“we would get only a nominal fee for transmission expense and the losses 
involved. 

2. The purchase by the company of surplus power. and its delivery to the 
customers of the company under the regulation of the State utility commission. 

Under the system of utility-rate regulation which prevails in North Carolina, 
the cost of purchased power is an operating expense. We are not allowed to 
earn a return on an operating expense. We can earn only on the investment in 
company property. As no investment is involvéd in the purchase of Government 
power, we could not obtain a profit or a mark-up on it if we wished. 
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All this loose talk about the utility companies making a good thing out of 
purchasing Goyernment power is nonsense. 

SEPA refused our offer. The reasons given seemed to be based on arbitrary 
policies of the Department of the Interior rather than the law and the best 
interests of the public. I see little point in encumbering the record with a long 
recital of the steps that have been taken. But I do want to put our latest letter 
to the Administrator in the record. 


DECEMBER 31, 1951. 
Mr. Ben W. CREIM, 
Administrator, Southeastern Power Administration, 
Elberton, Ga. 

DeAR Mr. CreIM: This is in acknowledgment of your letter of December 19, 
1951. Weare, and have been, willing to discuss transmitting Buggs Island power 
in our service area and to enter into a wheeling agreement for such transmission 
and delivery over our facilities. 

We did not understand from your letter dated March 2, 1951, and do not under- 
stand now, that your seven points of basic requirements constituted any form 
of proposal as you suggest in the first paragraph of your letter of December 19. 

In the conference with our Messrs. Robinson and Skaale on February 2 you 
took the position that the basic requirements were absolutely essential to a SEPA 
contract and further discussion tending toward such a contract would be a waste 
of time without prior agreement to these requirements. 

As we told several of the Senators, subsequent to the hearing we were willing 
to accept in principle the Georgia Co.’s proposal as presented at the hearing and 
have intended making a proposal very similar, but because you have been, since 
the hearing, negotiating with this company without successful culmination, it 
appeared little could be gained by our presenting our proposal. 

We now have contracts to serve all REA’s in our service area at the low rate 
of 7.5 mills, which is below the national average, and in our negotiation with 
the REA’s for such contracts we proposed that we would wheel for them any 
power you might make available for their use at the rate of one-half mill per 
kilowatt-hour for the first 50 miles, and 1 mill per kilowatt-hour for each succeed- 
ing 50 miles of the total distance from the project plus, of course, losses. This 
we considered as establishing a definite formula for wheeling your power and we 
are of course still willing to carry this proposal to its conclusion. At the time 
we made this proposal we were under the impression that one of the parties 
present represented both SEPA and the co-ops. 

We proposed further that we would supply at our standard rate applicable 
any of their requirements over and above what you might make available for 
them. 

At the request of the REA’s we cut out in the final proposal the figures given 
above even though we understand they are among the lowest incorporated in 
any wheeling proposal into which Interior has entered. 

We have at all times maintained an open mind on the disposal of power to be 
produced at the Buggs Island project and it has been, and still is, our most sin- 
cere desire to cooperate in such disposal. 

The events of the past months have confirmed my previous opinion that the 
construction of the duplicating transmission system to market Buggs Island 
power would be a waste of the taxpayers’ money and of critical materials badly 
needed elsewhere for the defense effort. 

I can assure you that you will find the Carolina Co. to be cooperative in set- 
ting up a procedure to use Bugg Island power to the best interest of the public, 
and to this end we shall be glad to hear from you further. 

With best wishes for the New Year. 

Yours very truly, 
L. V. Surron. 


The reply of the Administrator is as follows: 
JANUARY 5, 1952. 
Mr. Louis V. Surron, 
President and General Manager, Carolina Power & Light Co., 
Raleigh, N. C. 

DEAR Mr. Sutron: This will acknowledge receipt of your letter of December 
31, 1951, to Mr. Creim. 

It appears that it would be desirable for representatives of Southeastern and 
your company to meet in the immediate future. Unfortunately we are not 
presently in a position to suggest a date for such a meeting due to the imminence 
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of hearings on Southeastern’s request for apropriations for fiscal year 1953 
and the uncertainty as to the date Southeastern’s representatives will be re- 
quired to appear. However, I anticipate that this uncertainty will soon be re- 
solved. As soon as it is we will communicate with you further in order to agree 
upon a date for a meeting. 
Very truly yours, 
CuHAs W. LEavy, 
Acting Administrator. 


Since his letter to us of January 5, we heard nothing further from the Ad- 
ministrator until Friday, May 9, just before this meeting. The new letter does 
not set any date for a conference. It merely postpones the meeting. Obviously 
we cannot reach an agreement unless the Administrator is willing to negotiate. 

I wish to assure this committee that there is not the slightest need for fur- 
nishing SEPA with a club in the form of these appropriations in order to secure 
a fair trade from us in the public interest. On the other hand, we fear that 
once the appropriations are made, the lines will be built, and we will be con- 
fronted with socialized power in our midst—with a tax-free, subsidized competi- 
tor that in the end will drive us out of business. That is what has happened, and 
is happening, elsewhere. 

I believe that I have made my position clear as to what should be done to 
market the power from the Kerr Dam in the public interest. There are several 
methods that could be followed in addition to the ones which I have outlined. 
For example, we are willing, as I told several of you last year and as I stated 
in my letter of December 31, 1951, to the Administrator, to enter into an agree- 
ment very similar to that proposed by the Georgia company and explained to 
this committee by Mr. Harllee Branch on May 23, 1951. 

I have just been informed that the Federal Power Commission has approved 
the new agreement between Southwestern Power Administration and Arkansas 
Power & Light Co. 

The situation in that area is very similar to that which prevails in connec- 
tion with the Kerr Dam, in that the dependable power is available at very low 
load factor—so low, in fact, as to be practically useless by itself for customer 
service unless its capacity value is sacrificed. This low-load-factor power 
should be integrated into utility systems to use it to the best advantage to the 
customers. 

Under this new Arkansas agreement, Southwestern Power Administration 
sells low-load-factor power to the local power company. This power is integrated 
with the output of steam-electric stations of the power company, and the result 
ing useful power is to be sold to consumers. An aluminum plant will take most 
of it. 

The utility rate regulation practices in Arkansas are similar to those of North 
Carolina. The Government power is to be sold at its cost to the electric com- 
pany delivered to the customers. No profit or mark-up will be possible. 

This plan of marketing Government power will result in the lowest rates and 
greatest possible benefits to the public in the area and to the taxpayers who 
have paid for the Government dam. I am glad to see that Southwestern Power 
Administration and the Department of the Interior have taken this step. The 
adoption of this wise plan in other areas will be most helpful in resolving the 
problems in connection with the beneficial use of power from Government dams. 

The Arkansas plan is very similar to the one I proposed in 1950 for our 
area. I hope very much that it will help to remove the Interior “policy” road 
blocks. As I said last year to this committee, I believe these Interior “policy” 
road blocks to be unsound and unwise. I will welcome their removal. 

We could simplify this down to the point where SEPA could deliver us the 
kilowatt-hours when we want them, and the co-ops could take them when 
they want them. 

I want to assure this committee that the so-called preference customers 
in the area served by the Carolina company can obtain Federal electric power 
if they desire it, using the facilities of the company, on fair and reasonable 
terms, and for less cost than by any other means. 

When I appeared before the House subcommittee, I spent some little time 
pointing out that no physical need existed for either of the proposed Federal 
lines, and that everything they would accomplish could be done for less cost 
by existing facilities. 

This map illustrates the situation. In connection with the Kinston line, 
I pointed out that the interconnections that SEPA implies are needed are all 
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in existence and that ample transmission capacity existed to transport power 
from the Kerr Dam into North Carolina. 

I also ‘pointed out that the very expensive line to Hartsville was unneces- 
sary, and ‘that the deliveries of power that seem to be contemplated, could be 
made over existing facilities. However, a new note has been introduced by 
the statement of. the Administrator to this committee in respect to this line, 
when he said “* * * eventually, it will be operated as part of a 230-kilo- 
volt interbasin tie line providing the operational and economic benefits of 
integration.” ‘Evidently there is a much broader, larger plan in the making— 
a plan for an overriding Government transmission grid. 

The area is thoroughly integrated now. There is no need for another in- 
tegration. 

The appropriation bill which is before you contains an item of $495,000 
for the fiscal year 1953 for the purchase by SEPA of power for resale, and 
for the payment of wheeling charges. This same item appeared last year as 
a continuing fund, but it was defeated. 

| understand that the money can be used anywhere SEPA desires. 

I have examined section 5 of the Flood Control Act of 1944 with great care 
and have read legal interpretations of it. I cannot find a single word in its 
language that gives any authority to SEPA to purchase any power from any- 
one for resale or distribution. The wording expressly confines the power to 
be distributed or transmitted to surplus electric power and energy generated 
at reservoir projects. 

1 do not believe that the Southeastern Power Administration has any right 
or authority to buy power, or to act as a power broker. For this reason I 
do net believe that this committee should give SEPA this fund to be used for 
the purpose of purchasing power for resale, even if SEPA should enter into 
a contract requiring the step. 

The report of the Federal Power Commission examiner in the Roanoke 
River case bears on the point which I have just made. The examiner said: 

“(40) The Flood Control Act of 1944 does not charge the Secretary of the 
Interior with the duty or confer authority to provide means to supply all 
power requirements of public bodies and cooperafives, except insofar as it 
can be done from the surplus power available from constructed Army projects 
when such preference customers ‘wish to purchase it and are able and willing 
to take it upon terms which meet the standards prescribed in section 5 of the 
said act; nor is authority found in section 5 to arrange for or provide new 
sources of power for new preference customer loads to be developed in the 
future.” 

The Secretary made this revealing statement on page 2 of his petition for 
rehearing : 

“The interest of the Secretary of the Interior is that of a competitor of 
VEPCO in the sale of power in the Roanoke River area in Virginia and North 
Carolina,” 

A further excerpt from the same editorial has this to say: “If Mr. Chapman 
has demonstrated one thing in the past 2 years, it is that he has no comprehen- 
sion of the meaning of law; he has not grasped the fact that legislation is enacted 
by Congress, not by the Secretary of the Interior, and the law is not what Mr. 
Chapman wishes were the law, but something else entirely.” 

I have quoted only part of the editorial, but because of its timeliness I have 
attached a eomplete copy to my statement, identified as exhibit A, and I com- 
mend its full reading. 

Not a single court to my knowledge has ever held that the right is vested in 
the Department of the Interior, or in any of its myriad of subdepartments and 
“administrations” established by Executive order, to purchase power for reseale, 
for firming up” or for any other purpose similar to that for which funds are now 
requested. 

The Arkansas Circuit Court did, just last year, render a decision in a case 
involving Southwestern Power Administration who was attempting to buy steam 
power for reseale and for ‘firming up” purposes. 

Southwestern was not directly included as a respondent but the proposed 
sellers were and the court, after holding that the proposed sellers had no legal 
right to sell such ‘power, had this to say about Souwthestern as the proposed 
buyer, “And moreover, the National Congress which prescribes the power 
und duties of SPA only vest that agency with authority to sell.and distribute 
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hydroelectric energy produced by dual-purpose flood-control dams. It is not au 
thorized to purchase energy produced by steam plants.” 

This was the case which some of you may recall in which Congress denie| 
SPA funds to construct a steam plant for the purpose of producing power for 
sale and SPA endeavored, through a round-about method, to circument the wil! 
of Congress. 

Congress has vested no more power in SEPA than it has in Southwestern. 

SEPA also wishes the fund in order to pay cash rentals for transmission-line 
services. There is nothing in the act to the effect that cash must be used fo: 
that purpose. It is simply the way Interior wants to do it. As has been done 
to everyone's satisfaction in similar situations elsewhere, it can pay such rentals 
with power. Secondary and dump power are especially suitable for this purpose 
in this area, for their vaiue can be determined closely since it is tied to the 
cost of fuel. ; 

The electric companies of the Southeast view with great concern the entrance 
of the Federal Government into the power business in the area. They have 
sound reason for alarm, in view of what happened to the companies in the 
TVA area and in Nebraska and what is going on in the Northwest and elsewhere 
and the clearly stated intent of the Secretary of the Interior to become a com- 
petitor of the power companies. 

Carolina Power & Light Co. is a taxpaying, business-managed, independent 
operating electric utility owned by over 33,000 stockholders residing in every 
State in the Nation and in a number of foreign countries. One-third of these 
stockholders live in the two States in which service is rendered; no individual 
or organized group of individuals owns a controlling interest in the company. 
In fact, no stockholder owns as much as 2 percent of the outstanding shares. 
Every member of our board of directors is a successful local businessman in 
the place of his residence and everyone is a resident of one or the other of the 
two States in which we render service. If not a native of the State of his 
residence, the majority of the life of each has been spent there. We have over 
2,300 employees—the vast majority which are native-born. 

As the company now stands is seryes over 326,000 electric customers. Of 
these, well over one-third afe on farms and in rural areas. The remainder live 
in urban communities, many of which are very small. Our largest city is 
Raleigh, which has a population of only about 65,000. The company also serves 
25 municipalities and 25 rural cooperatives at wholesale. 

The 1951 tax bill of the merged companies was over $10,400,000, equivalent 
to about 4 mills per kilowatt-hour of sales to ultimate consumers. About half 
of this great tax bill represents Federal taxes. The importance of taxes in the 
situation of today cannot be overstated. We do not object to paying these 
taxes, but we do object very much indeed to a subsidized competitor who does 
not carry a tax burden. It is unfair, and hence un-American. 

We are a local company. I want to let you know what some of the local people 
think of the matters which I am discussing, by introducing five exhibits, as 
follows: 
ixhibit B. Editorial, Evening Telegram, Rocky Mount, N. C., February 1, 1952 
Exhibit C. Editorial, Daily Free Press, Kinston, N. C., January 22, 1952 
oxhibit D. Editorial, Daily Free Press, Kinston, N. C., March 8, 1952 
Exhibit E. Telegram dated February 1, 1952, from the mayor and the city 

manager of Wilson, N. C. 

Exhibit F. Letter dated February 1, 1952, from Oliver G. Rand, of Wilson, N. C. 


The Administrator has implied that SEPA needs the transmission lines for 
which funds are requested, to serve 10 municipalities and 13 rural electric co- 
operatives in eastern North Carolina who have made “formal application to 
Southeastern for power.” 

To be blunt on that point, I simply do not believe that Southeastern has con- 
tracts or firm commitments from any of the municipalities along the course 
these lines will follow, nor do I believe they have 10 such commitments from the 
entire eastern North Carolina area whether the lines included in the appropria- 
tion request can serve them or not. But if any such commitments or requests 
for power do exist, or should later come into existence, we have offered a most 
equitable method of fully meeting all requirements without cost to the 
Government. 

We know of no demands in the area we serve for Government power, and we 
know of no towns or cities which have expressed a firm desire for such power. 
However, they have certainly indicated a desire for our service by contracting 
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with us for a period of years. Our relations throughout the territory we serve 
are most cordial. 

For the reasons I have stated in my testimony, I ask that you reject the request 
of the Secretary of the Interior for appropriations for the projects 1 have dis- 
cussed with you and for the $495,000 appropriation for purchasing power for 
resale and rental of facilities. They are not necessary and will be wasteful 
of vital materials and taxpayers’ money. 

I assure you that if our request is granted, the power from these Government 
dams will be distributed in the public interest in accordance with the require- 
ments of the Flood Control Act, and without the construction of a Federal trans- 
mission system in the area. I thank you. 


EXHIBIT A 
[From the News Leader, Richmond, Va., March 19, 1952] 


Mr. CHAPMAN WHIFFS AGAIN 


Oscar Chapman struck out again yesterday. In asking the United States 
Supreme Court to review his long fight against private construction of a hydro- 
electric dam at Roanoke Rapids, the Secretary of the Interior raised three argu- 
ments. All three were phony. 

Strike one came with his insistence that Congress has reserved the Roanoke 
River exclusively for development by the Federal Government. There isn’t a 
word of truth in this. Back in 1944 Congress approved a general plan for 
development of the basin, but that approval came in a Flood Control Act and 
was accompanied by congressional authorization for two projects only—at Buggs 
Island on the Roanoke River and Philpott-on the Smith River. Both the Buggs 
Island project and the Philpott project are related directly to flood control; 
but the proposed dam at Roanoke Rapids is a pure hydroelectric project. It has 
nothing to do with navigation, flood control, or the conservation of fisheries; 
it is for power, pure power. Congress never has expressed itself on the crucial 
question of authorizing a pubic power development in the Roanoke Basin, and 
in the 8 years that have elapsed since the Flood Control Act of 1944, Congress 
has not made a single gesture toward authorizing any of the remaining nine 
projects in the plan. 

The second strike came in Mr. Chapman’s argument that the Federal Govern- 
ment should not be required to surrender potential power benefits to private 
power companies. This is the moonbeam maundering of every man, frustrated 
in his ambitions, who ever swore there “ought to be a law.” If Mr. Chapman 
has demonstrated one thing in the past 2 years, it is that he has no compre- 
hension of the meaning of law; he has not yet grasped the fact that legislation 
is enacted by Congress, not by the Secretary of the Interior, and that the law 
is not what Mr. Chapman wishes were the law, but something else entirely. 
Further, Mr. Chapman cannot seem to understand that his novel doctrine of 
Federal “rights” has not foundation in the Constitution. In essence, he is com- 
plaining that the Federal Government is being required to give up something 
the Federal Government does not have and never has had. Of such flimsy stuff 
is his petition made. 

The Secretary’s third strike is perhaps the wildest whiff of all. He is ask- 
ing the Supreme Court to overrule the finding of the Fourth United States 
Circuit Court of Appeals that Mr. Chapman has no business in this litigation 
anyhow. “I think I am the proper party of interest,’ the Secretary said yester- 
day. “After all, I’m the one who has to sell the power.” Bosh! The Secre- 
tary’s sole authority for the sale of power rests in a single section of the Flood 
Control Act of 1944, which says that after a river project has been completed, 
the surplus electric energy not required in the operation of the project shall be 
delivered to the Secretary of the Interior for disposition. If the dam at Roanoke 
tapids were authorized by Congress, and if funds were thereafter appropriated 
for it, and if surplus energy thus became available, then and only then would 
the Secretary of the Interior have any responsibility. Meanwhile, he has no 
legal interest whatever in the matter. 

These roundhouse swings by Mr. Chapman are nothing new. On the same 
arguments, he has been called out by an examiner of the Federal Power Com- 
mission, by the.Federal Power Commission as a whole, and by the Fourth United 
States Circuit Court of Appeals. Only his insensate greed for socialized power 
keeps him stalling away. The Supreme Court should deny his petition sum- 








1138 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


marily and throw him out of the game. Three strikes are out. Mr. Chapman 
has had his. 


Exuinit B 


[From the Evening Telegram, Rocky Mount, N. C., February 1, 1952] 
Uncie Sam Versus PrRIvATE INDUSTRY REPRESENTS UNFAIR PRACTICE 


The following news story came out of Washington: 

“WASHINGTON (AP).—The Supreme Court. yesterday granted Secretary of 
Interior Chapman an extension of time until April 1 to request a review of a 
Federal Power Commission decision authorizing construction of a hydroelectric 
plant at Roanoke Rapids, N. C., by Virginia Electric & Power Co. 

“The deadline for the appeal to the Supreme Court was February 3, Chapman 
asked for the extension which was granted. 

“Previously the Commission had granted the power company the license over 
objection of the Interior Department and the Virginia REA Association. 

“The Fourth Circuit Court of Appeals upheld the Commission’s decision.” 

The unfairness of the whole business of Federal intervention in private indus- 
try is reflected in the content of that story. No, we mean no reflection upon the 
Associated Press, which carried the story. It was reported correctly, as far as we 
know, but the thing we’re driving at is the ridiculous aspect of having a depart- 
ment of the Federal Government placing itself in a position to challenge the 
right of a private-power company to build a hydroelectric plant in competition 
with Uncle Sam. 

In President Truman’s recent $85 billion budget was an item of $450,000 for 
constructing a power line from Buggs Island to Kingston. Of course, $450,000 
may be a drop in the ‘bucket the way our Government is spending money these 
days, but it represents a sizable sum and by adding to it the number of other 
instances where expenditures are being made needlessly we might easily see a 
reason for a substantial drop in the Federal budget. 

The thing to be remembered in this particular instance is that both the Carolina 
Power & Light Co. and the Virginia Electric & Power Co. have a standing offer 
to deliver power from the Buggs Island project. In view of this, one wonders why 
the Federal Government wants to duplicate lines. 

The big thing that is holding up private-power companies is their inability to 
shake loose indispensable materials such as copper, aluminum, and steel, They 
are begging for those items along with generating units and other equipment, but 
apparently the Government is. more interested in fighting in the highest courts in 
the land the business of whether to let private power have any part in power 
development or to do the job itself in direct competition to private industry. 

It is easy to see how that the Buggs Island project can mean a great deal to 
eastern Carolina. It should serve as a means of opening up to industry this 
source of raw material can.be manufactured almost on the spot if proper facilities 
are afforded. And one of the most important of those facilities is electric power. 
Thus, instead of battling with private-power companies in their efforts to lend @ 
hand in this development, the Government seems determined to hurl monkey 


wrenches. 


PxuteIT C 
[From the Kinston (N. C.) Daily Free Press, January 22, 1952) 


INDEPENSIBLE WASTE 


The Free Press sometime ago carried a comment in respect to the ‘proposed’ 
expenditure of taxpayers’ money to build a transmission line to bring ‘the com- 
paratively small output of electric power from the Buggs Island or John H. Kerr 
Dam.on the Roanoke River to Kinston. The point was made that private trans- 
mission lines were already erected and ready to transmit all of the current that 
could be generated at this plant. 

In’Monday’s paper, our special correspondent, the Erwin News Service of Wash- 
ington, sent a report that President Truman had asked Congress to appropriate 
$450,000 for the construction of ‘a line to Kinston during the next ‘fiscal year. In 
the budget in which the President asked for '$85,400,000,000 here was .a contem- 
plated expenditure of some ‘$6,000,000 or $7,000,000 ‘to complete the work on: 
Roanoke Island for power development, flood control, and irrigation. 
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‘The Free Press believes that this work should be completed. Flood control is 
certainty a function of the Government and not for private industry. 

Waterway improvement usually contemplates four phases of service—flood 
control, navigation, irrigation, and power development. 

A few years ago the United States engineers operating in this section recom- 
mended such improvement for the Neuse River from Smithfield down to its mouth 
and estimated the cost at something over $4,000,000. The joker was the further 
recommendation that the cost of this work be assessed against the abutting prop- 
erty owners. The writer, who served as chairman of a three-county committee, 
went to Washington to consult PWA authorities and ask for the appropriation 
for the improvement, pointing out the fact that there was hardly $4,000,000 
worth of abutting property on the Neuse as it traversed the three counties of 
Johnston, Wayne, and Lenoir. Nothing ever came of the request and no work 
has been done on the Neuse. 

But to get back to the Roanoke River situation, we again repeat that in our 
opinion and in the opinion of many thinking citizens, particularly those who are 
concerned about continuing the American way of doing things and encouraging 
private enterprise, the proposed expenditure of almost $500,000 would be nothing 
short of an outrageous and an indefensible expenditure. 

The Free Press hopes that Congress will recognize the utter fallacy of making 
any such appropriation. 

Sometime ago the Carolina Power & Light Co. proposed to the Government that 
it would take all the power generated at the Kerr Dam, at a price to be fixed by 
the Government and would distribute it to Kinston and other places in eastern 
Carolina at prices also to be fixed by the Government. In other words when 
Kinston needs additional power instead of taxing the people here for further 
enlargement of the municipal plant, current can be bought from the Carolina 
Power & Light Co. (which now has the privilege of coming to Kinston, or will 
have as soon as the purchase of Tide Water Power Co. is finally approved) at a 
price lower than the municipal plant can manufacture it. 

This recommendation of President Truman for spending unnecessary tax money 
we hope will be the first one to be denied by the Congress. 


Exurisit D 
[From the Kinston, (N. C.) Daily Free Press, March 8, 1952] 
COMMITTEE Is WIsE 


A House subcommittee has voted to deny the Southeastern Power Administra- 
tion funds for any new transmission line “starts,” including the proposed line 
from the John H. Kerr Dam to Kinsten. We believe the committee acted wisely 
in taking this step. 

This newspaper has repeatedly emphasized the fact that private power interests 
can and will provide adequate transmission lines without additional costs to the 
taxpayer. Anything appropriated for duplication of effort by the Government in 
this field would be a foolish waste of the taxpayers’ money. 

Congratulations are in order for the House subcommittee on following the 
economy line on at least one domestic matter in Washington. What we really 
need is more committees with a similar sense of concern for the taxpayers’ 
interests. 


Exutisir EB 


WILSON, N. C., February 1, 1952. 
Hon. Haro_p CooLey, 
Hon. JoHN H. Kerr, 
Hon. MicwaArer J. Kirwan, 
Chairman, House Subcommittee on. Interior Appropriations, 
Hon. GRAHAM A. BARDEN, 
House of Representatives, Washington, D. C.: 

We strongly oppose present move to construct duplicating transmission lines 
by deficit spending and with the use of critical materials. Urge yeu to use your 
influence to combat pending legislation. 

J. I. HAwEs, 


Mayor, Wilson, N. C. 
F.. T. GREEN, 
City Manager, Wilson, N. C. 
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Exuieit F 
Lucas & Ranp, 
Wilson, N. C., February 1, 1952. 
Hon. MicHae. J. KIRWAN, if 
Chairman, Subcommittee House of Representatives, Interior Appropria- 
tions Committee, House of Representatives, Washington, D. C. 


Dear Mr. Kirwan: I am informed that there is a movement on foot, and 
probably a bill pending before your committee, to appropriate substantial sums 
of money for the building of transmission lines into North Carolina. This move- 
ment is another effort to accomplish the same ends which were defeated some 
time ago, although on a larger scale. 

On principle, I am very much opposed to this move as it constitutes needless 
competition with private business and is just another step along the road to 
socialism. Even if such a socialistic move were wise, it is impossible to see how 
it makes any sense at the present time. We are informed that the present 
Federal budget is $85 billion and that it contemplates a deficit of $17 billion. 
We also read in the newspapers that a great number of things are in extremely 
critical supply ; the principal of these being copper. 

How the proponents of this bill can reconcile the appropriation of this money, 
in view of present taxes and the use of these materials in the light of present 
critical shortages, for the purpose of unnecessarily competing with an industry 
which already supplies the needed facilities, is impossible for an ordinary citizen 
to understand. 

We hope that you will use your influence against this legislation, as it seems 
to me to be unjustifiable and indefensible. 

With best wishes, I am, 

Very truly yours, 
OLtver G, RAND. 


Senator Horry. Mr. Chairman, I thank you for hearing both of 
these men. 


Buaes Istanp- Prosecr 


JOHN H. KERR DAM 


STATEMENT OF JUSTIN MOORE, VICE PRESIDENT AND GENERAL 
COUNSEL, VIRGINIA ELECTRIC POWER CO. 


TRANSMISSION LINES OPPOSITION 


Senator Haypen. Mr. Moore, I see you have a prepared statement, 
and it will be included in its entirety in the record. 
(The statement referred to follows :) 


STATEMENT ON BEHALF OF VirGINIA Evecrric & Power Co. IN OPPOSITION TO 
APPROPRIATION OF $450,000 REQUESTED FOR CONSTRUCTION OF TRANSMISSION 
LINES 


Mr. Chairman, gentlemen of the committee, I have had the privilege of 
appearing previously before this committee. For the record I repeat my name, 
T. Justin Moore, and my position, vice president and general counsel of Vir- 
ginia Electric & Power Co. My home is in Richmond, Va., where, in addition 
to my position with the company, I am a member of the law firm of Hunton, 
Williams Anderson, Gay & Moore. 

I am sure you will recall that Virginia Electric & Power Co. is the system 
which serves eastern, central, and west-central Virginia, covering the greater 
part of the State, a small section of eastern West Virginia, and a large area 
in northeastern North Carolina. 

I appear again before this committee to oppose appropriations requested 
by Southeastern Power Administration for construction of transmission lines 
from the John H. Kerr Dam at Buggs Island, Va., which, if built, would affect 
the service area of the company. 
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In doimg so, I must say to you that we in the Virginia Electric & Power Co. 
had expected there would be no reason for us to appear before you again in 
opposition to Department of the Interior proposals to build transmission lines 
from Kerr Dam. 

We thought that both Southeastern Power Administration and Virginia 
Blectric & Power Co. had succeeded in doing exactly what, in the committee 
reports on the last appropriations, we were plainly and emphatically told to 
do as the alternative to the building of Government lines—that is, to work out 
with Southeastern Power Administration a proper and adequate firming and 
wheeling agreement. 

After the last appropriation hearings, Congress denied all proposals for line 
construction by Southeastern from the John H. Kerr project and withdrew the 
$1,850,000, 1951 supplemental defense appropriation previously approved for 
starting construction of a line from that project to Langley Field. The com- 
mittee reports for both the House and Senate strongly emphasized that nego- 
tiation of proper wheeling agreements for the transmission of project power to 
Southeastern’s preference customers was preferred to the Government’s em- 
barking upon expensive construction of duplicating lines. Both Southeastern 
und the company were directed to “exhaust every possible effort to obtain proper 
wheeling agreements” (S. Com. Rept., p. 4) before use of Government funds for 
line construction was resorted to. In short, we were told to negotiate a wheel- 
ing agreement, and that is what we did. In response to the congressional 
directive, the representatives for Southeastern and the company engaged: in 
long, hard, and earnest effort to negotiate such an agreement. The negotiations 
actually were begun in January of last year. Finally, by last November sub- 
stantial agreement was reached on all major points and the Southeastern 
Adininistrator so stated in a public statement. 

We thought that, by successful resolution of the difficult issues, we had finally 
settled this problem so that, on the views expressed in last year’s denial of trans- 
mission-line appropriations, there would be no further proposal that South- 
eastern build lines from the Kerr Dam. The representatives for both parties 
had finally developed a complete agreement under which all of the surplus 
power generated at Kerr Dam would be hauled by Virginia Electric & Power 
Co. away from the project and put to work where disposed of by Southeastern. 

You have before you a copy of the November 30, 1951, draft of this contract 
and we will be glad to file a copy for the record if the committee so desires. It 
is complete and was agreed upon as to all its major points by the negotiating 
teams of the two parties, but has not received the final approval of Department 
of Interior for Southeastern Power Administration. 

Department of Interior neither approved nor disapproved the proposed con- 
tract. Instead, when the present session of Congress convened, it appeared, 
through Southeastern Power Administration, before the House subcommittee 
with requests for funds sufficient to build about as many miles of lines from 
Kerr Dam as funds had been requested for during the last session. We and 
other Southeastern utilities appeared before the House subcommittee in oppo- 
sition to the requested appropriations and the House eventually refused all 
funds requested for such line construction. 

Southeastern Power Administration has now appeared before this committee 
with a request for funds to build only one of the lines for which funds were 
sought in the House, namely, the 130-mile line from Kerr Dam to Kinston, N. C. 
It seems evident that between the time of Southeastern’s appearance before the 
House subcommittee and its appearance before this committee, the Secretary 
of Interior had decided that the contract which had been negotiated with Vir- 
ginia Electric & Power Co. would adequately and satisfactorily take care of 
Southeastern’s transmission requirements in the Virginia and northeastern 
North Carolina areas. In fact, Mr. Leavy, the Administrator, has already made 
substantially that statement before this committee. 

Under these circumstances we believe this committee would desire a résumé 
of the major provisions of this contract and a brief description of how they 
became what they are. 

The first major feature of this contract as now negotiated is that the company 
agrees to sell to the Government area-wide transmission service; it further 
agrees with the Government to sell to the Government for delivery to the Gov- 
ernment’s customers firming steam energy from the company’s plants and agrees 
with the Government to give up to the Government, at its request, when con- 
curred in by the customer concerned, any preference customer now served by the 
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company with whom the Government contracts. A preference customer is, in 
general, any: public agency or cooperative. 

We do not oppose before this committee this principle of surrender of the 
customer to the Government, because we have negotiated a contract embodying 
that principle and we are willing to carry it out. We say to the committee that, 
as negotiated, the contract does the complete job of disposing of Kerr. project 
power allocated to the Virginia area. We do think we should also state to the 
committee, however, the fact that the complete job can be done on a different 
basis. Provided the wheeling charge, whoever pays it, Government or customer, 
is at a proper rate, and provided the firming steam energy, whoever buys and pays 
for it, Government or customer, is bought at a proper price solely for firming 
energy (exclusive of any capacity charge), the resulting disposition of the Goy- 
ernment power fully conforms to the statutory preference and the statutory 
marketing standards. Such an arrangement gives adequate value to the Govern- 
ment‘s power as peak load capacity, requiring steam support only at times when 
the utility system’s steam generating facilities are not fully loaded. If these 
results were reached on the basis which Southeastern rejects, that is, company’s 
retention of the customer, Interior Department’s activities would remain within 
the statutory scheme of disposing of surplus flood-control project power. On 
that basis the Department would abstain from engaging generally in. buying and 
selling steam energy and from the general use of transmission and other utility 
system facilities. It is for Congress to say whether the Interior Department’s 
power disposition contracts should be on that basis or on the basis of such a con- 
tract as has now been negotiated between Southeastern and Virginia Blectric & 
Power Co. 

The second major feature of our contract was determination of the point at 
which Government power would be delivered to company lines. The fixed posi- 
tion of Southeastern was that it would execute a contract for wheeling of its 
power only from the ends of Government lines which Southeastern, regardless 
of the contract, insisted that it must build out from the project to load centers 
which it selected. The company insisted that, since it would have to provide 
the same area-wide network service from the ends of the load center lines as 
from the project, those lines could not reduce the wheeling charge and would 
simply be an additien to Southeastern’s total transmission cost. In the disagree- 
ment upon the wheeling charge, Southeastern always insisted that it would pay 
the same charge whether or not it built Government lines to load centers it 
selected. Finally, after the action of Congress on the 1952 budget, in which this 
impasse was fully discussed before your committee, Southeastern abandoned this 
position. The negotiated contract provides for wheeling from the project. 

The third major feature is the amount of the wheeling charge. The company’s 
position was that its offered rate of 2 mills per kilowatt-hour, gr a graduated zone 
rate averaging about that figure, was the least that should be charged because 
that approximated the company’s own average transmission costs, without even 
considering the additional cost of low-voltage deliveries to be supplied by the 
company to many of the cooperatives. Southeastern on its part stood upon a 
fiat 1-mill offer for area-wide wheeling. The wheeling charge was one of the last 
points to be settled. The contract specifies a charge of 1 mill for area-wide trans- 
mission up to 100 miles from the project, and 154 mills beyond that distance up 
to 150 miles. 

The fourth major feature, the matter of supply of firming-steam energy, was 
never an issue. The company was willing to supply such energy from the 
beginning of negotiations. The price to be paid for such energy, however, was 
a matter of prolonged negotiation. It was finally settled at average production 
eost plus one-half mill per kilowatt-hour for on-peak energy and at bare average 
fuel cost for off-peak energy. 

A fifth major feature of the contract, which has not been a great issue between 
the parties but which is vitally important to the success of Southeastern in 
marketing power to preference customers, is the sale of a portion of the Kerr 
power by Southeastern under the contract to the company itself. The amount 
to be sold has not been an issue, as that was in the discretion of Southeastern. 
The price has not been in itself an issue of great difficulty, because the parties 
have been governed by the standard provided by law that the power must be 
sold at such a figure as will return the project power costs. Difficulty as to 
price has been encountered only in determining the price for the kind of power 
within those varying conditions within which a hydro project may be operated. 
The main features of these problems have been settled and the technical details 
are well on their way to complete determination. Southeastern elected to dis- 
pose of two-thirds of the project power in this company’s service area. The 
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dependable capacity of the project is considered to be 185,000 kilowatts, which 
means that approximately 123,000 kilowatts are disposed of under this contract. 
Of this amount, approximately one-half will be reserved. under the contract for 
wheeling to the Government’s preference customers. Unused power in this 
plock will be bought by the company. The company also buys the remainder 
of this 123,000 kilowatts of the dependable capacity and two-thirds of such 
secondary capacity as may be available in usable form. 

I now come to the limited purpose for which I am here today: Opposition to 
the request which Southeastern still makes for funds to construct one line from 
the Kerr project, the oneywhich would lead southeasterly into North Carolina to 
Rocky Mount, thence to Goldsboro, and to Kinston. 


KERR-KINSTON, 115 KILOVOLTS, $4,933,000 (1953 BUDGET REQUEST, $450,000) 


Under this request for restoration of funds denied by the House, Southeastern 
proposes to construct one line from the Kerr project extending south to Kinston, 
N. C. The map which you have before you shows this proposed line in orange 
color, It also shows, in green, two additional 110,000-volt lines which aré to 
be built by the private utility companies, one from Kerr Dam to Roanoke Rapids 
and the other from Kerr Dam to Henderson, both in North Carolina, to assure 
adequate transmission capacity for Kerr Dam’s maximum output. 

No line to Kinston is needed to deliver Kerr Dam power to Carolina Power 
& Light Co. since under its contract with Southeastern Power Administration, 
Vepeco agrees to deliver into the Carolina system all of that one-third of the 
project power allocated by Southeastern to the Carolina area. If Southeastern 
Power Administration so contracts with Carolina, such Kerr power may be 
delivered to preference customers through the Carolina company system over 
a mueh greater area than could be served by the proposed Kinston line. 

This conclusion is not a mere generality from the map. Engineering studies 
that our company has carried out on the AC calculating board in the laboratories 
of the Westinghouse Electric Co. at Pittsburgh have shown conclusively that 
the existing transmission systems of the Virginia company and the Carolina 
company, together with the additions to be constructed by the Virginia com- 
pany from Kerr Dam east to Roanoke Rapids and from Kerr Dam south to the 
Carolina company, will have more than enough capacity to transmit the maximum 
amount of power which Southeastern plans to dispose of in the Virginia area and, 
simultaneously, the maximum amount of power which Southeastern proposes 
to dispose of in the Carolina area. These studies have also shown that under 
these conditions there would be a substantial amount of unused capacity in 
the transmission line between Roanoke Rapids and Goldsboro. The studies 
have further shown that if Southeastern’s proposed line from Buggs Island 
to Goldsboro were constructed and it were tied into the Carolina system at 
Goldsbero, the line would never carry much power to the South, and that, in 
fact, the line would frequently carry power back toward Buggs Island from 
the Carolina company’s large steam-power station at Goldsboro. 

The only condition which may be assumed under which this proposed line 
would serve any purpose is that Southeastern did not negotiate a contract with 
the Carolina company. Even if this condition arose, one thing is a certainty, 
and that is that the first 50 miles of the proposed line, from the project to 
Rocky Mount, could serve no useful purpose, since without construction of any 
additional line Vepco could deliver to Southeastern at a point just north of 
Battleboro all power available from the project for the North Carolina area. 

As to the preferred customers who might be served in the area traversed by 
this 50-mile segment of the line, it would reach only one delivery point of one 
cooperative having two delivery points, one of which the Carolina company 
now Serves and the other is served by the Virginia company. The delivery 
points of the only two other cooperatives in the area traversed are now reached 
by the Virginia company system and could therefore be supplied with Kerr 
Dam power under the Vepco contract. There are no municipal systems in the 
aurea traversed by this segment of line. Thus no electrical purpose and no area 
service, except at the one delivery point served by the Carolina company, would 
be fulfilled by this stretch of line. 


APPROPRIATION FOR OPERATION AND MAINTENANCE, PURCHASE OF POWER, AND RENTAL 
OF FACILITIES (1953 BUDGET REQUEST, $495,000) 


If the committee should favor appropriating funds with which Southeastern 
would pay in caSh for wheeling and firming service, the appropriation should 
not be described so broadly as it is in the Southeastern budget justification 
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by the term “rental of facilities.” This description could permit such abuses 
of the fund as the Interior acquisition in the Southwest of REA transmission 
lines which Congress had denied Interior itself. If granted, the appropriation 
should be more definitely earmarked as one for “purchase of firming electric 
energy and transmission service.” 

Such an appropriation is necessary to carry out the presently negotiated 
wheeling and firming contract. That. contract requires cash payment for 
wheeling and firming because Southeastern insisted that it be on that basis. 
The company urged that these payments be made in project power, but South- 
eastern refused to negotiate on that basis. We do not oppose the appropriation 
for payment in cash, because we have negotiated on that basis at Southeastern’s 
insistence, but we should state that the contract can, of course, be on a different 
basis. The payments for transmission service and firming energy can be made 
to the company in power by Southeastern, or they can be made by the customers 
directly to the company. If payment were made in power by Southeastern 
or if payment for wheeling service and firming energy were made direct to the 
company by the customer, Southeastern would be functioning within its purpose 
of disposing of surplus power incident to flood control. 


CONCLUSION 


In conclusion, let me urge upon you that all of Southeastern’s transmission-line 
construction proposals, those for the line from the Kerr project, for lines from 
Clark Hill, and for lines from Jim Woodruff, fit into the design and purpose of 
establishing a Federal power system in the Southeast which would enable the 
Interior Department to distribute electricity in that area in competition with 
private utilities. 

That purpose goes beyond the authorization of any appropriation granted hy 
Congress to the Department. That purpose asks for a legislative decision which 
eannot properly be made in the purely budgetary matters which alone should be 
brought before an appropriation committee. In section 5 of the Flood Control! 
Act of 1944, the Secretary of the Interior is authorized to construct or acquire 
“only” such facilities as are “necessary” to dispose of the surplus power froin 
constructed Federal projects on the standards provided by the act. The lines 
here proposed go entirely beyond the needs of disposing of the power from the 
Kerr, Clark Hill, and Jim Woodruff projects, and constitute the foundation of 
an area-wide power system for distributing public power from future projects 
which Congress has not yet authorized. 

The intent to create such a future system is seen in Southeastern’s concept 
of an interbasin tie of 230,000 volts, to which Mr. Leavy referred in his recent 
testimony before this committee. It is seen conspicuously in the determined 
effort by the Department of the Interior over the past 3 years to prevent the 
Virginia company from developing a hydroelectric power project at Roanoke 
Rapids on the Roanoke River, where the Department seeks to hold the potential 
power site as a.Federal preserve for ultimate development of Federal power 
to be marketed by Interior as part of its system. It is seen in the contentions 
made by Interior in the Roanoke Rapids case where a claim of responsibility 
far in excess of the statutory responsibility to dispose of surplus power from con- 
structed projects was asserted, the responsibility of providing future power supply 
to take care of all future needs of preference customers. It is seen in the frank 
characterization by the Interior Department of its own view of its function as 
that of a competitor with the power companies. Thus in the Secretary’s petition 
to the United States Court of Appeals for the Fourth Circuit, filed last October, 
to rehear the court’s decision affirming the Federal Power Commission’s issuance 
of the Roanoke Rapids license to the Virginia company, the Secretary stated 
(p. 2): 

“The interest of the Secretary of the Interior is that of a competitor of Venco 
in the sale of power in the Roanoke River area in Virginia and North Carolina.” 

Now in pursuing this controversy in the United States Supreme Court, the 
Secretary states (see his petition, pp. 17-21): 

“The competition between the Secretary and Vepco is not mere theory. It is 
a very real and keen competition.” 

Interior Department’s disposition of power produced at Federal multiple 
purpose projects has far outgrown its origin as a byproduct incidental to improve- 
ment of navigation. It has far outgrown flood control. Now it would far out- 
grow its statutory function of disposition of surplus power from authorized 
projects. It would take on all the responsibilities and functions of a competing 
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public utility system. That is clearly the purpose of Southeastern’s present 
proposal for construction of Federal transmission in this area. I respectfully 
urge that the proposals go far beyond the legislative purpose sanctioned by 
section 5.of the act and should not be approved. 


CONTRACT EXECUTED BY THE UNITED STATES OF AMERICA, DEPARTMENT OF THE 
INTERIOR, ACTING BY AND THROUGH THE SOUTHEASTERN POWER ADMINISTRATOR 
AND VIRGINIA ELEcTRIC & POWER CO., NOVEMBER 30, 1951 


AS REVISED IN NEGOTIATIONS DECEMBER 12 AND 13, 1951 


0.1. This contract, executed this — day é6f ————, 19—, by and between the 
United States of America (hereinafter called the Government), Department of 
the Interior, acting by and through the Southeastern Power Administrator (here- 
inafter called the Administrator), and Virginia Electric and Power Company 
(hereinafter called the Company), a corporation organized and existing under 
the laws of the State of Virginia; 

Witnesseth : That, 

0.2. Whereas section 5 of the Flood Control Act of 1944 as amended (16 
U.S. C. A. § 825s) provides as follows: 

“Blectric power and energy generated at reservoir projects under the 
control of the Department of the Army and in the opinion of the Secretary 
of the Army not required in the operation of such projects shall be delivered 
to the Secretary of the Interior, who shall transmit and dispose of such 
power and energy in such manner as to encourage the most widespread use 
thereof at the lowest possible rates to consumers consistent with sound 
business principles the rate schedules to become effective upon confirmation 
and approval by the Federal Power Commission. Rate schedules shall be 
drawn having regard to the recovery (upon the basis of the application of 
such rate schedules to the capacity of the electric facilities of the projects) 
of the cost of producing and transmitting such electric energy; including 
the amortization of the capital investment allocated to power over a reason- 
able period of years. Preference in the sale of such power and energy shall 
be given to public bodies and cooperatives. The Secretary of the Interior is 
authorized, from funds to be appropriated by the Congress, to construct or 
acquire, by purchase or other agreement, only such transmission lines and 
related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on fair 
and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies. 
All moneys received from such sales shall be deposited in the Treasury of 
the United States as miseellaneous receipts.” 

and, 

0.3. Whereas the Secretary of the Interior has by Departmental Order No. 
2558, dated March 21, 1950 (15 F. R. 190), delegated to the Administrator his 
authority under said Section 5 with respect to projects then or thereafter con- 
structed in the States of West Virginia, Virginia, North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, Tennessee, and Kentucky ; and 

0.4 Whereas the Company is a privately owned public utility company engaged 
in the business of selling electric energy to the general public, and owns and 
operates generating plants and transmission and distribution systems in the 
States of Virginia, West Virginia, and North Carolina; and 

0.5. Whereas the Department of the Army is constructing a reservoir project 
in the Roanoke River Basin known as the John H. Werr Project (hereinafter 
referred to as the Project) together with generating facilities whose output in 
excess of the requirements of the Project will be disposed of by the Administrator ; 
and 

0.6. Whereas the parties hereto desire that the transmission lines of the Com- 
pany be utilized on the terms and conditions hereinafter set forth for trans- 
mitting and disposing of power and energy from the Project and that they like- 
wise be utilized in connection with future projects if such are constructed in the 
Company’s service area; and 

0.7. Whereas the parties hereto desire to purchase, sell and exchange power 
on the terms and conditions hereinafter set forth ; 
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Now, Therefore, the parties hereto mutually covenant and agree as follows: 


SECTION 1. PROJECT CAPACITY TO BE MADE AVAILABLE 


1.1. For the purposes of this contract the dependable capacity of the Project 
shall be that generation of kilowatts (with minimum energy in the same degree 
as the minimum energy requirements provided for in subsection 2.1) of which the 
Project is always capable, even under conditions of most adverse river flow. Un- 
der this contract the dependable capacity shall be deemed to amount to 185,000 
kilowatts until conditions under which the Project must operate require, or 
experience indicates, a different quantity, or until redetermined at the request 
of either party on the basis set forth in this Subsection. 

1.2. The Government will make available to the Company and the Company 
will accept two-thirds of the total’ capacity of the Project (two-thirds of the 
dependable capacity and two-thirds of the nondependable capacity associated 
therewith) as follows: 

(a) Capacity, up to a maximum amount of 63,600 kilowatts (60,000 kilowatts 
for delivery plus 6 percent for losses), will be made available from two-thirds of 
the dependable capacity, for the purpose of, and in the amount required for, 
delivery of power over the Company’s system to meet the demands of the Govern- 
ment’s customers and to supply the losses for such delivery as provided in this 
contract. 

(b) So much of such two-thirds of the dependable capacity as is not required 
to be utilized for the above purpose in the current month or in any of the eleven 
preceding months shall be sold by the Government to the Company in such current 
month and bought and paid for by the Company at the rates specified in Subsection 
8.1 (a) for dependable capacity. Such sale to the Company may be reduced in 
any month without notice for the purpose of delivery of power by the Company 
under this contract for the account of the Government in the amount required to 
meet the loads of customers of the Government at the time they cease being 
customers of the Company and become customers of the Government, and to 
meet their normal load increase thereafter. To meet abnormal load increase or 
to supply customers not customers of the Company immediately prior to the time 
they become customers of the Government, the Government may reduce such 
sale to the Company only on notice amourrting to one month per 1000 kilowatts 
of such reduction. Such reductions may be made to the extent that the total 
capacity made available for the purposes stated in (a) above shall not be greater 
than 63,600 kilowatts. 

(c) Any remainder of the above two-thirds of total capacity (dependable and 
nondependable) which is not utilized under (a) and (b) shall be sold by the 
Government to the Company, to be made available to it at all times within the 
limits of safe operating practice as determined by the Administrator. The 
Company will pay at the rates specified for nondependable capacity in Subsection 
8.1 (b) for that amount of such capacity which on 30 days’ advance notice is 
declared and made available under this paragraph throughout a period of a 
calendar month with minimum energy in the same degree as the minimum energy 
required in this contract for dependable capacity. After such notice the amount 
of capacity to be available with such minimum energy during such month may 
not be reduced. Notwithstanding the foregoing provisions, this contract shall 
be inapplicable to the capacity governed by this Subsection if at any time con- 
servation of water in the Project reservoir is restricted by generation require- 
ments related to a rule curve scaled to a minimum reservoir elevation lower 
than 290’. 


SECTION 2. PROJECT ENERGY TO BE MADE AVAILABLE 


2.1 With the capacity made available under paragraphs (a) and (b) of 
Subsection 1.2 and for the purposes stated therein, the Government will declare 
and make available to the Company from the Project during on-peak hours in 
each month a minimum quantity of energy equal to the following kilowatt-hours 
for each kilowatt of such capacity: 





Kilowatt-hour 


Kilowatt-hour 


per kilowatt per kilowatt 
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The foregoing is subject to the following exceptions: (1) In respect of the 
energy associated with capacity required to meet the demands of any customer 
of the Government served by deliveries from the Company at an annual load 
factor of more than .65, or by deliveries otherwise substantially different in load 
characteristics from the Company’s system load, the minimum energy shall be 
that required for deliveries by the Company to such customer between the hours 
of 8:00 a. m. and 8: 00 p. m. and for the related losses. (2) The minimum decla- 
rations of on-peak energy above provided for shall be in addition to energy deliv- 
eries Which would not be made and would not be scheduled under Subsection 2.5 
except for flow limitations or flow requirements at the Project. (3) When the 
load factor of total declarations at the Project is greater.in any six months’ 
period ending June 30 or December 31 than the load factor of the minimum 
declarations required by the foregoing for the same period, the Government shall 
make energy declarations to the Company for such period in an amount not less 
than two-thirds of such total energy declarations, provided, however, that in no 
month shall the declaration of energy to the Company be less than 60 percent or 
more than 73 percent of the total declaration at the Project for that month. 
Under this contract, on-peak hours shall be the hours between 7:00 a. m. and 
11:00 p. m. on all days except Sundays and the following holidays or the days 
celebrated in lieu thereof: New Year's Day, Memorial Day, Independence Day, 
Labor Day, Thanksgiving and Christmas. Off-peak hours shall be all other time. 

2.2. The Company shall not be required to accept declarations of energy in 
excess of 72 kilowatt-hours per week for each kilowatt made available under 
Section 1, plus two-thirds of the energy generated at the Project during off-peak 
hours as the result of minimum river flow requirements. 

2.3. Whenever the Government in the sole discretion of the Administrator, has 
dump energy available at the Project, the Government may offer it.to the Com- 
pany and the Company in its sole discretion may accept or reject it. Upon 
acceptance such energy will be delivered as agreed between the Government’s 
load dispatcher and the Company’s system operator, and the Company will pay 
therefor at the rates stated in Subsection 8.1 (d). Such energy deliveries shall 
be scheduled separately from energy delivered under other provisions of this 
Section 2. 

2.4. Declarations of energy (inclusive of energy required with capacity decla- 
rations under paragraph (c) of Subsection 1.2) shall be made for each month on 
or before the 25th of the previous month but may be revised at any time on 


reasonable notice to the Company. Declarations and revisions thereof shall 
be confirmed in writing. 

2.5. Within the limits of the power and energy made available from the Project 
and two-thirds of the generation resulting from required minimum water releases, 
delivery of power and energy to the Company from the Project will be made as 
scheduled by the Company. Such schedule for each week shall be given on or 
before Wednesday of the preceding week to the Government's load dispatcher by 
the Company’s system operator and shall be confirmed in writing. Such schedule 
may be changed by the Company from time to time or at any time on reasonable 
notice to the Government. All such changes of schedule shall be confirmed in 
writing. 

2.6. The load dispatchers of the parties hereto shall keep each other regularly 
informed as to water releases, reservoir elevations, rainfall, load patterns and 
other operating conditions, 


SECTION 8. POINT OF DELIVERY TO COMPANY 


3.1. Power and energy delivered to the Company hereunder will be delivered 
to it at approximately 115,000 volts at a mutually agreeable point in the vicinity 
of the Project power station. 


SECTION 4, GOVERNMENT CUSTOMERS TO BE SERVED 


4.1. To be served as a customer of the Government under this contract, the 
customer shall be any of the following whose requirements the Government shall 
have contracted to supply by delivery from the Company’s system pursuant to this 
contract: a Federal or State Government establishment or agency, a municipality, 
or an REA financed electric cooperative now served by the Company or located 
within the service area of the Company (a) purchasing power and energy from 
the Government for consumptive use at a location where the maximum demand 
in each of three consecutive months in the twelve months ending with the cur- 
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rent month has been not less than 500. kilowatts or is expected to be and will be 
treated hereunder. in each month as not less than 500 kilowatts, or (b) pur- 
chasing power and energy from the Government for resale generally to its mem- 
bers or the public in its area. 


SECTION 5. DETERMINATION OF GOVERNMENT CUSTOMER DEMAND AND ENERGY 
REQUIREMENTS 


5.1. The power required under Sub-section 1.2 (a) to meet the demands of 
the Government's customers shall equal the sum of such demands increased by 
6 pereent to provicte for losses in transmission and reduced by an appropriate 
allowance for diversity, to be determined prior to deliveries hereunder. Such 
allowance for diversity shall include the effect of short duration loads which are 
greater than the 30 minute demands and shall be reviewed from time to time 
as requested by either party and shall, as necessary, be adjusted to such other 
allowance as shall fairly reflect diversity under the conditions then existing. 

5.2. The derrands of customers of the Government shall be the maximum 30 
minute kilowatt demand in each month at each point of delivery of power by 
the Company to each such customer, except at such points and on such occasions 
as the Company may elect that the demand used shall be the instantaneous 
demand, whereupon the allowance for diversity shall be appropriately adjusted 
to reflect actual diversity. 

5.3. The energy that shall be accounted for under this contract as transmitted 
by the Company for the account of the Government to the Government’s cus- 
tomers, to be provided either by the Government from the Project or by the 
Company from its resources, shall be the delivered amount increased by 4 percent 
to provide for losses in transmission. 


SECTION 6. ELECTRIC ENERGY TO BE FURNISHED BY THE COMPANY FOR THE 
GOVERNMENT'S ACCOUNT 


6.1. The Company will sell to the Government all firming energy required by 
the Government’s customers served hereunder in excess of the energy supplied 
them from the Project, as determined in Section 7, delivering such energy to such 
customers for the account of the Government. 

6.2. The Government shall pay the Company monthly for energy sold by the 
Company to the Government under this contract at a rate per kilowatt-hour for 
energy sold during on-peak hours equal to the average production cost per net kilo- 
watt-hour generated in the Company’s steam stations in the preceding month 
as recorded in Federal Power Commission accounts 701 to 714, inclusive, plus 
one-half mill per kilowatt-hour, and at a rate per kilowatt-hour for energy sold 
during off-peak hours equal to the average fuel cost per net kilowatt-hour, and 
at a rate per kilowatt-hour for energy sold during off-peak hours equal to the 
average fuel cost per net kilowatt-hour, generated in the Company’s steam sta- 
tions in the preceding month as recorded in Federal Power Commission account 
703. 


SECTION 7. ENERGY ACCOUNTING 


7.1. In any month when the entire energy (other than dump energy governed 
by subsection 2.3) declared and made available by the Government to the Com- 
pany under this contract, for the two purposes of supply to the Government’s 
customers and sale to the Company, does not exceed 120 percent of the minimum 
energy declarations required by Sections 1 and 2, the energy sold to the Company 
shall be the pro rata portion of such entire energy determined in the ratio of 
the capacity billed to the Company to the capacity so billed plus that made avail- 
able for the Government’s customers. The remainder of such entire energy shall 
be accounted for as energy transmitted from the Project by the Company to the 
Government’s customers for the account of the Government. In any month when 
the energy declaration exceeds 120 percent, the energy sold to the Company 
shall be the amount sold to it as above stated; all the excess shall be accounted 
for as energy transmitted from the Project by the Company to the Government’s 
customers until their requirements are met as determined under Subsection 5.3 ; 
and any remaining amounts of such entire energy shall be sold to the Company. 

7.2. To determine the on-peak and off-peak sales by the Company to the Gov- 
ernment, the requirements of this Section shall be computed separately for 
on-peak and off-peak hours. Deliveries to the Company shall be separated on 
the basis of the metered deliveries to it at the Project during on-peak and off- 
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peak hours, respectively (exclusive of deliveries to it for interconnecting Com- 
panies). All energy declared shall be considered on-peak which is not delivered 
off-peak, The deliveries to customers of the Government shall be divided be- 
tween off-peak and on-peak on the basis (with allowance for losses as required 
by Subsection 5.8) of the necessary meter readings, where available, and, where 
not available, of estimated percentages derived from studies of load charts and 
other data and agreed to by the parties hereto, which shall be changed from 
time to time as further studies show to be appropriate. 

7.3. The energy sold by the Company to the Government shall be the total 
energy transmitted by the Company, as determined under Subsection 5.3, to the 
Government’s customers in excess of energy supplied from the Project and 
accounted for under this Section as so transmitted. 

7.4. The requirements of this Section shall be computed in all respects on a 
monthly basis. 


SECTION 8. RATES FOR POWER AND ENERGY SOLD BY GOVERNMENT TO COMPANY 


8.1. For power and energy sold each month by the Government to the Company 
hereunder the Company will pay the Government at the following rates: 
(a) 90 cents per kilowatt of dependable capacity 
(b>) 40 cents per kilowatt of nondependable capacity 
(c) 4.5 mills per kilowatt-hour for energy sold to the Company as determined 

under Section 7 
(d) 3.0 mills per kilowatt-hour for dump energy 

8.2. The rates specified in Subsection 8.1 shall be subject to confirmation and 
approval by the Federal Power Commission. 

8.3. The capacity billed to the Company in each month under Subsection 8.1 


° 


shall be adjusted for interruption credits under Subsection 16.2. 


SECTION 9. RATES AND CHARGES FOR TRANSMISSION SERVICE FURNISHED BY COMPANY 
TO GOVERNMENT 


9.1. (a) The Government will compensate the Company monthly for the use 
of its facilities in delivering power and energy for the account of the Govern- 
ment to customers of the Government at the following rates: For delivery within 
zone 1, 1.0 mill per kilowatt-hour; for delivery within zone 2, 1.75 mills per 
kilowatt-hour. 

(b) Zone 1 shall be that area within a circle having a 100-mile radius with 
the Project power sthtion as its center. Zone 2 shall be that area between 
two circles, one having a radius of 100 miles and the other a radius of 150 miles, 
each with the Project power station as its center. 

(c) The amount of energy to which the above rates apply shall be the sum for 
each zone of the energy deliveries by te Company for the account of the Gov- 
ernment; provided, however, that the total compensation for deliveries at any 
delivery point for any consecutive twelve months shall not be less than that 
applicable to a load factor of 0.34 for such entire twelve-month period. 


SECTION 10. DELIVERY BY THE COMPANY TO CUSTOMERS OF THE GOVERNMENT 


10.1. The Company will provide transmission facilities as may be required 
to transmit the entire output of the Project into the Company’s transmission 
system, and through the same to customers of the Government and of the Com- 
pany and to the electric power systems named herein directly interconnected with 
Company. 

10.2. Company, upon request by Government concurred in by the customer, 
will deliver for the account of the Government at line voltage from the Com- 
pany’s then existing transmission system (132 kv., 110 kv., and 66 kv.), under the 
terms and conditions stated herein, electric power and energy to the Govern- 
ment’s customers at delivery points within 150 miles of the project power station. 

10.8. In the case of delivery for the account of the Government to an electric 
cooperative financed by the Rural Electrification Administration, the Company, 
in addition to its agreement in Subsection 10.2, agrees that: If the cooperative 
desires delivery at any point on the Company’s then existing high-voltage (44 kv., 
33 kv., and 22 kv.) distribution system at which the cooperative is not at the 
time receiving service, the Company will deliver at that point at line voltage 
from such line or, at the Company’s election, at line voltage from its transmis- 
sion system. The Company will also, subject to Subsection 10.4, deliver to 
such cooperative at line voltage from high-voltage or low-voltage distribution 
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lines at delivery points served at the time by the Company or at delivery points 
which the Company has proposed to serve, or as mutually agreed between the 
Company and cooperative. Delivery points covered by this Subsection shal) 
be points within the area mentioned in Subsection 10.2. 

10.4. The Company shall be obligated to install such additional delivery facili- 
ties (exclusive of substation facilities at the point of delivery) as may be 
required by normal load growth of any customer of the Government to whom 
the Company deliyers power and energy for the account of the Government 
hereunder; should it become necessary to increase the voltage of the Com- 
pany’s supply line, delivery will be made at such increased voltage; provided, 
however, that if such voltage increase is necessary where delivery is being made 
to a cooperative at 22 kv. or higher, the Company will bear the net cost (after 
giving effect to salvage) of necessary changes in the cooperative’s substation. 
The Company shall have the right, but not the obligation, to install any other 
delivery facilities to be used in any case of delivery of power from the Project 
from the Company’s transmission system or with the use of the Company’s 
generated electric energy. In any such case in which the Company declines 
to exercise this right and in which such additional facilities are required to 
meet abnormal load growth of a customer of the Government or to supply 
service to a customer not a customer of the Company immediately prior to 
becoming a customer of the Government, the Company shall deliver power and 
energy for the account of the Government under this contract at the Company's 
nearest transmission substation (if within the area mentioned in Subsection 
10.2) to facilities constructed by the Government or by such customer for such 
service. 

10.5. Delivery for the account of the Government to a customer being served 
by the Company shall commence within thirty days after the Company receives 
from the Government a request therefor in writing and from the customer a 
written request for cancellation of its agreement with the Company. Where 
the customer has not been receiving service from the Company, adequate time 
for construction of necessary new facilities will be allowed. In making each 
request for service under this section, the Government shall certify in writing 
to the Company that such delivery will be for the purpose of serving the Govern- 
ment’s customer and shall furnish a copy of any contract which may have been 
executed between the Government and the customer for such electric service. 

10.6. The Company will discontinue delivery of electric power and energy 
for the account of the Government at any specific point under the terms of this 
Section upon receipt of a written request to do so from the Administrator. 


SECTION 11. SUPPLY BY COMPANY BEYOND SUPPLY BY GOVERNMENT 


11.1. Whenever the demand of any eustomer of the Government receiving 
service pursuant to this contract increases beyond the maximum demand which 
the Government will contract to supply for that customer from power to be 
made available under subsection 1.2 (a), the Company will contract with that 
customer to supply on the Company’s then applicable rate schedule the amount 
of additional power and energy required. Thereafter the customer’s demand 
supplied in any month for the account of the Government shall be such proportion 
of the demand in that month as the amount which the Government contracts to 
supply in,that month and thenceforth bears to the customer’s maximum demand in 
the 12 months ending with such month. The demand supplied for the account of 
the Company shall be the remainder. The energy supply shall be divided in the 
same proportion. Whenever the demand of any customer of the Government 
approaches the maximum demand which the Government will contract to supply, 
the Government shall notify the Company in writing and advise the Company 
of the maximum demand which the Government is under contract to supply. 


SECTION 12, INTERCONNECTED SYSTEMS 


12.1. Upon request by the Government, the Company will deliver for the Gov- 
ernment’s account to Carolina Power & Light Company and Appalachian Electric 
Power Company, for delivery in the service areas of either or both of those 
companies or of Tidewater Power Company, such power and energy as is simul- 
taneously supplied to the Company from the Project for such purpose. The 
Company shall not, however, be required to deliver to interconnecting companies 
more power than can be delivered through the then existing transmission facili- 
ties of the Company, Such interconnecting companies shall not be considered 
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to be customers of the Government under this contract, and power and energy 
to be delivered from the Project under this Subsection shall not be included in 
declarations provided for in this contract, but shall be in addition thereto, and 
shall be separately declared and accounted for. Each request by the Government 
for this service shall be accompanied by evidence that the interconnected power 
system has agreed to take delivery of such power and energy. For power and 
energy deliveries by the Company under this Subsection, losses shall be allowed 
as provided in Section 5, and compensation shall be paid as provided in Section 
9, except for deliveries to Carolina Power and Light Company at the Virginia- 
North Carolina State line in the vicinity of the Project losses shall be computed 
at 1 percent and compensation paid at 0.07 mill per kilowatt-hour. Unless other- 
wise mutually agreed, all such deliveries to Carolina Power and Light Company 
shall be made or shall be deemed to have been made at the Virginia-North 
Carolina State line in the vicinity of the Project. 

12.2. The Company will receive from such interconnected companies, to the 
extent of the unused capacity of the then existing transmission facilities of the 
Company, in lieu of energy deliveries by the Government to the Company else- 
where provided for in this contract, energy delivered to the Company through 
such systems for the Government’s account from Government hydro projects 
located in the service areas of such companies, or energy so delivered from 
other sources replacing, or exchanged for, such hydro energy. 


SECTION 13. METERS AND METERING 


13.1, The electric power and energy delivered hereunder by the Company to 
the Government’s customers will be measured at the points of delivery or at 
such other points as may be subsequently agreed upon in writing between the 
parties hereto. When measurement is made at any location other than a point 
of delivery, suitable adjustment for losses between the point of measurement 
and the point of delivery shall be agreed upon in writing between the parties 
hereto and shall be applied to all measurements so made. Metered deliveries 
used in billing and accounting hereunder shall in all cases include adjustment 
for such losses. 

13.2. Meters used for measuring power and energy delivered into the Com- 
pany’s system by the Government shall be owned by the Government and meters 
used for measuring power and energy delivered from the Company’s system 
for the account of the Government under terms of this contract shall be owned 
by the Company. Each meter shall be tested at least once each year by the 
owner thereof. Representatives of the other party shall be afforded opportunity 
to witness such tests. 

13.3. Either party hereto, on request of the other, shall test any meter owned 
by such party and used for determining billing under this agreement. The owner 
of each meter shall make any necessary adjustments, repairs, or replacements 
thereof. 

13.4. In the event any meter used for billing under this contract fails to 
register or is found to be inaccurate, appropriate billing adjustments, based on 
the best information available, shall be agreed upon by the parties hereto. 

13.5. Either of the parties hereto shall have the right to install suitable meter- 
ing equipment at any point or points of delivery, as herein provided, for the 
purpose of checking the meters installed by the other party. 


SECTION 14. CHARACTERISTICS OF POWER AND ENERGY 


14.1, Electric power and energy supplied hereunder by either party hereto 
will be three-phase alternating current at a nomial frequency of sixty cycles 
per second, 


SECTION 15. BILLING AND PAYMENTS 


15.1. Bills for each month’s service furnished by either party shall be mailed 
to the other party on or before the fifteenth day of the following month and 
shall be paid on or before the twentieth day following the date of mailing. 

15.2. End-of-month meter readings shall be made at 12:00 midnight at the 
end of the month where meters are located in continuously attended power plants 
and substations. Meters located elsewhere shall be read on the last regular 
working day of each month. 
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SECTION 16. SERVICE INTERRUPTIONS 


16.1. No eredit shall be allowed the Company for any interruption or cur- 
tailment of power and energy delivery to the Company’s system by the Govern- 
ment of less than one hour duration, for any interruption or curtailment of 
such delivery (regardless of duration) resulting from conditions on the Com- 
pany’s power system, or for any interruption or curtailment of such delivery 
of one hour or longer duration which has been planned and agreed to in advance 
by the load dispatchers of the parties hereto. All such agreements shall be 
confirmed in writing. 

16.2. When delivery of power and energy to the Company’s system by the 
Government, as previously scheduled by the respective dispatchers, is reduced 
or interrupted for one hour or longer during on-peak hours and such reduction 
or interruption is not due to conditions on the Company's system, the monthly 
billing demand payable by the Company for that month shall be reduced for 
billing purposes for each hour (the nearest number of whole hours) that de- 
livery of power and energy is interrupted or reduced by 1/400 times the dif- 
ference in kilowatts between the capacity scheduled by the Company for such 
hour and the capacity of the Project actually utilized by the Company for such 
hour: if such reduction or interruption results in a total delivery of energy 
in that month to the Company’s system by the Government amounting to less 
than the total declared available, the declaration of energy for that month shal! 
be reduced for billing purposes to the amount actually delivered. 


SECTION 17. BREAKDOWN OR EMERGENCY SERVICE 


17.1. In the event of interruptions or emergencies in its own transmission or 
generating facilities, the Company will maintain the same continuity of service 
to customers of the Government served pursuant to this contract as it maintains 
for the Company’s own customers. In the event of interruptions or reductions 
in delivery of power and energy to the Company’s system by the Government, 
the Company will endeavor to maintain continuity of service to such customers, 
but shall not be obligated to curtail or jeopardize service to its own customers 
in order to do so. Energy so delivered by the Company shall be accounted for 
in accordance with normal procedure. 

17.2. In the event of emergency either party will deliver power and energy 
generated by it to the other, when requested, over and above that provided for 
otherwise in this contract, to the extent that such additional delivery can be 
made without jeopardizing its facilities or impairing service to its other loads. 
Energy so delivered shall be accounted for in accordance with the normal pro- 
cedure or in the storage account provided for by Section 20 of this contract. 


SECTION 18. SCHEDULED MAINTENANCE 


18.1. The parties hereto shall so far as practicable coordinate their scheduled 
outages of facilities for maintenance to the end that the highest degree of con- 
tinuity and reliability of service to the customers of the parties hereto will be 
maintained. 


SECTION 19. POWER FACTOR 


19.1. The Government shall cause power and energy to be taken at each point 
of delivery from the Company’s system to customers of the Government, other 
than the special customers referred to in exception (1) in Subsection 2.1, at a 
power factor of not less than 0.85 lagging at the time of the monthly maximum 
demand at that delivery point. In the event the power factor is less than 0.85 
at the time of the monthly maximum demand at any delivery point, the monthly 
maximum demand at that delivery point for all power determinations under this 
contract shall be increased by multiplying the actual maximum demand by 0.85 
and dividing by the actual power factor at the time of the monthly maximum 
demand; provided, however, that the application of this power factor correction 
shall not relieve the Government of the obligation to cause correction of the 
power factor to 0.85. If power and energy is delivered hereunder to special 
customers mentioned above, the power factor at such delivery points shall be 
above 0.85 to the extent necessary to prevent the delivery to such customers from 
burdening the Company’s facilities or unreasonably interfering with the service 
to the Company’s customers. 
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19.2. The Company shall take power and energy from the Government at 
such power factor as will best serve the Company’s system from time to time, 
provided that the Company shall not impose a power factor on the Government’s 
facilities which results in overload or impairment of such facilities or unrea- 
sonably interferes with the delivery of power and energy by the Government 
to its other customers, and provided further that the Company shall not impose 
a power factor of less than 0.85 lagging on the Government’s facilities when the 
Government is delivering to the Company two-thirds of the maximum capacity 
of the Project. 

19.3. The Government shall, upon the request of the Company, cause one or 
more of its generating units to be operated as condensers if, in the sole judgment 
of the Government, such operation does not unreasonably interfere with the 
delivery of power and energy by the Government to any of its customers, is not 
contrary to good operating practice, is not detrimental to such generating facili- 
ties in excess of ordinary wear and tear, and does not overload such generating 
facilities. Such condenser operation, subject to the preceding limitations, shall 
be in accordance with procedures and schedules developed and agreed upon 
from time to time by the load dispatchers of the parties hereto. The Company 
shall pay the Government $5 per generating unit so operated for each hour that 
such condenser Operation is requested by the company for the purpose of ob- 
taining from the Project more kilovars than the kilovars being delivered simulta- 
neously to customers of the Government served pursuant to this contract or the 
kilovars associated with simultaneous deliveries of power to the Company 
at a power factor of 0.85, whichever is greater. The Company shall not be 
penalized under this Subsection for kilovar requirements caused by delivery of 
power by the Company for account of the Government. 

19.4. The Government will endeavor so to control the voltage of its generation 
and the ratio of its transformers at the Project that power and energy will be 
delivered by the Government to the Company at the nominal voltage with such 
changes above or below nominal voltage as may from time to time or at any time 
be requested by the Company, provided that such changes are within the limits 
of good operating practice, do not jeopardize the Government’s facilities nor un- 
reasonably interfere with the delivery of power and energy to the Government’s 
other customers. 

SECTION 20. ENERGY STORAGE 


20.1. The Government will permit the Company to utilize, as herein provided, 
unused storage in the Project reservoir. For this purpose, a storage account 
shall be maintained and the load dispatcher of the Government shall keep the 
official record of such account. 

(a) Changes in energy delivery schedules will be made at request of the 
Company to postpone delivery of declared energy, or to deliver energy which 
the Company has in storage, if the Government is able to comply with such re- 
quest, or, when the Government is willing, to deliver energy which the Com- 
pany does not have in storage. 

(b) When delivery of declared energy to the Company is postponed by agree- 
ment between the load dispatchers of the parties hereto, the number of kilo- 
watt-hours so postponed shall be credited to the Company in the storage account. 
Kilowatt-hours so credited shall be considered as stored (in the form of water) 
in the Project reservoir. When delivery of energy to the Company is made in 
advance of declarations or in excess of declared quantities, by agreement be- 
tween the load dispatchers of the parties hereto, the number of kilowatt-hours 
s0 delivered shall be charged against the Company in the storage account. In- 
advertent deviations in delivery of declared energy shall be charged against or 
credited to the Company in the storage account. The exact amount of charge 
or credit for each day shall be agreed upon between the load dispatchers on 
that day or on the following day. When the Company has a net charge against 
it in the storage account, delivery of declared energy will, on request of the 
Government, be postponed, as mutally agreed, until the charge against the Com- 
pany is eliminated by resulting credits. 

20.2. All requests, notices, acceptances, modifications of delivery schedules, 
permits, and agreements as to credits or charges, which are made or given under 
the terms of this Section 20, shall be confirmed in writing by the load dispatchers 
of the parties hereto. 

20.3. In the event it becomes necessary for the Government to spill water 
from the Project reservoir as a means of keeping such reservoir under proper 
control, the kilowatt-hours which could have been produced from such water 
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at the time of the spill, as determined by the Government, shall be deducted 
proportionately from any credits then existing in storage accounts. The neces- 
sity for spilling water shall be determined by the Government. 

20.4. On or before the fifth day of each calendar month, the Government 
shall furnish to the Company an itemized statement in writing of the daily 
credits and charges to the Company in the storage account for the preceding 
calendar month. 

20.5. Any kilowatt-hour balance remaining as a charge or credit to the Com- 
pany in the storage account at the termination of this contract shall be evaluated 
at 4.5 mills per kilowatt-hour. The resulting monetary charges or credits shall] 
be included in the final monthly bill and shall be paid accordingly. 

20.6. Deliveries of electric power and energy to the Company by the Govern- 
ment under the terms of this Section 20 shall in no way interfere with operation 
of the Project reservoir for purposes other than electric-energy production, as 
determined solely by the Government. 


SECTION 21. UNCONTROLLABLE FORCES 


21.1. Neither party hereto shall be considered to be in default in respect of any 
«obligation hereunder, if prevented from fulfilling such obligation by reason of 
uncontrollable forces, including but not limited to failure of facilities, flood, 
earthquake, storm, lightning, fire, epidemic, war, riot, civil disturbance, labor 
disturbance, materials or equipment shortages, or restraint by court or public 
authority, which by exercise of reasonable diligence and foresight could not have 
been avoided. Either party rendered unable to fulfill any obligation by reason 
of an uncontrollable force shall remove such inability with all reasonable dis- 
patch, 

SECTION 22, RECIPROCAL LICENSES 


22.1. Each party hereto will license the other party to construct, install, op- 
erate, maintain, replace, and repair, upon property of the licensing party, fa- 
cilities, appropriate for terminal connection for the purposes of this contract, 
the exact location of such facilities to be designated by the licensing party. 
Said licenses shall remain in effect during the term of this contract, and shall 
expire coincidently therewith. Facilities installed pursuant hereto shall be and 
remain the property of the installing party, notwithstanding that they may have 
been affixed to the premises, and the installing party shall have a reasonable time 
after expiration of the license in which to remove its facilities so installed. 
installations of facilities pursuant hereto shall be made in accordance with rec- 
ognized standards of safety and in such manner that they will not interfere 
with existing or future operations of the licensing party. 


SECTION 23. PROVISIONS RELATIVE TO EMPLOYMENT 


23.1. The Company shall not discriminate against any employee or applicant 
for employment because of race, creed, color, or national origin, and shall re- 
quire an identical provision to be included in all subcontracts ; provided, however, 
that this clause does not refer to, extend to, or cover the business or activities of 
the Company which are not related to or involved in the performance of any part 
ot the work contemplated by this contract. 


SECTION 24, NOTICES 


24.1. Except as otherwise specified herein, any notice, demand, request, or 
approval required or authorized by this contract shall be deemed properly given 
if mailed, postage prepaid, to the Administrator at the address shown on the 
signature page hereof, on behalf of the Company, and to the officer signing for 
the Company at the address shown on the signature page hereof, on behalf of the 
Government. The designation of the person to represent either party for such 
purposes or the address of such person may be changed at any time by similar 
notice. 

SECTION 25. OFFICIALS NOT TO BENEFIT 


25.1. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 
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SECTION 26. WAIVERS 


96.1. Any waiver at any time by either party hereof of its rights with respect 
to a default or any other matter arising in connection with this contract shall 
not be deemed to be a waiver with respect to any subsequent default or matter. 


SECTION 27. TRANSFER OF INTEREST IN CONTRACT 


27.1. No voluntary transfer of this contract or of the rights of the Company 
hereunder shall be made without the written approval of the Secretary of the 
Interior ; provided, that any successor to or assignee of the rights of the Company, 
whether by voluntary transfer, judicial sale, foreclosure sale, or otherwise, shal! 
be subject to all the provisions and conditions of this contract to the same extent 
as though such successor or assignee were the original contractor hereunder, and 
provided, further, that the execution of a mortgage or trust deed, or judicial 
or foreclosure sale made thereunder, shall not be deemed voluntary transfers 
within the meaning of this Section. 


SECTION 28. DOWNSTREAM BENEFITS 


28.1. It is expressly understood and agreed that the execution and operation of 
this contract shall not in any way affect any rights which Government may now 
or hereafter have under the Federal Power Act or otherwise to assess and collect 
reimbursement from Company for benefits from the construction and operation of 
the Buggs Island reservoir project which accrue to Company by reason of opera- 
tion of any downstream power plant, nor shall Company be in any wise prejudiced 
by this contract in respect to any of the foregoing. 


SECTION 29. RELEASE OF EXISTING CUSTOMER CONTRACTS BY COMPANY 


29.1. The Company agrees that, upon execution of a contract for supply of 
electric power and energy by the Government to a customer to be served as a 
customer of the Government pursuant to this contract and who is at the time 
a customer of the Company, the Company will promptly, upon request, release 
such customer from its contract with the Company unconditionally and without 
penalty or charge, except that such release will be without prejudice to any 
then aecrued obligation and shall be effective only for the duration of the said 
contract between such customer and the Government. 


SECTION 30. APPROVAL OF CONTRACT 


30.1. This contract shall not be binding upon Company until it has been 
approved by any regulatory agency having jurisdiction thereof, and it shall not 
be binding on the Government unless said approval is in form and substance 
satisfactory to the Government and the Company is so notified in writing. 


SECTION 31. APPLICATION OF CONTRACT IN ACCORDANCE WITH GENERATOR 
INSTALLATION 


31.1. Subject to the approvals referred to in Section 30, the obligations under 
this contract shall become effective on the date the first main generator at the 
Project is placed in regular operation (after the trial operation). Prior to the 
ultimate name plate capacity installation of 204,000 kilowatts, the dependable 
capacity, as defined in Subsection 1.1, shall, unless otherwise determined under 
such Subsection, be deemed to be such proportion of 185,000 kilowatts as the 
actual name plate capacity installation at any time bears to such ultimate name 
plate capacity installation of 204,000 kilowatts. 


SECTION 32. TERM OF CONTRACT 


32.1. The initial term of this contract shall extend to midnight, June 30, 
1963, and automatically shall renew and extend for successive terms of five 
years each until and unless terminated at the end of any term hereof by either 
party hereto giving the other written notice of termination of not less than 
three years. 
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In witness whereof, the parties hereto have caused this contract to be executed 
the day and year first above written. 
UnitTep STATES oF AMERICA, 

- DEPARTMENT OF THE INTERIOR, 

y : 
Administrator, Southeastern Power Administration, Elberton, Ga. 
Virernta Evectric & Power Co. 

By 


VEPCO SERVICE AREA AFFECTED 


Mr. Moore. Mr. Chairman, gentlemen of the committee, I have had 
the privilege of appearing previously before this committee. For 
the record I repeat my name, T. Justin Moore, and my position, vice 
patent and general counsel of Virginia Electric & Power Co. My 

ome is in Richmond, Va., where, in addition to my position with the 
company, I am a member of the law firm of Hunton, Williams, 
Anderson, Gay & Moore. 

I am sure you will recall that Virginia Electric & Power Co. is the 
system which serves eastern, central, and west central Virginia, 
covering the greater part of the State, a small section of eastern 
West Virginia, and a large area in northeastern North Carolina. 

I appear again before this committee to oppose appropriations 
requested by Southeastern Power Administration for construction of 
transmission lines from the John H. Kerr Dam at Buggs Island, Va., 
which, if built, would affect the service area of the company. 

In doing so, I must say to you that we in the Virginia Electric & 
Power Co. had expected there would be no reason for us to appear 
before you again in opposition to Department of Interior proposals 
to build transmission lines from Kerr Dam, 


WHEELING CONTRACT NEGOTIATIONS 


I might make this comment at this point. As you are going to 
see from our statement, I think you will find that our story is of 
particular interest to you, because in carrying out the instructions of 
your committee, I believe we are the only company in this southeastern 
group which has negotiated with Southeastern to the point where 
both negotiating teams feel they have reached substantially an 
agreement. 

The agreement, as I am going to show you, has not yet been approved 
by the Secretary, and there are still some minor details that are being 
discussed. 

Senator Haypen. In principle you have agreed ? 

Mr. Moore. In principle we have agreed on all major points. 

We thought that both Southeastern Power Administration and 
Virginia Electric & Power Co. had succeeded in doing exactly what, 
in the committee reports on the last appropriations, we were plainly 
and emphatically told to do as the alternative to the building of 
Government lines—that is, to work out with Southeastern Power 
Administration a proper and adequate firming and wheeling 
agreement. 

Senator Ettenper. Can you venture an opinion as to why it is that 
you are so near an agreement and the others have not been able to get 
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SEPA to do anything? Is there any reason for it? Are you more 
diligent? Did you have a better proposition than they did? Or just 
what reason would you assign, if any ? 

Mr. Moorr. That is a complicated question, Senator. Each com- 
pany has its own problems. We had problems that we felt were all 
our own. As you may recall, we had a very difficult controversy with 
this supercooperative in Virginia, the Ola Dominion Cooperative, 
which we finally defeated before the Virginia commission. 

In connection with that litigation, we found ourselves in a position 
where we felt it was quite necessary to work out an agreement, if we 
possibly could. We really became convinced—I will put it that way— 
that you gentlemen were probably going to make appropriations if 
we did not in some way get together. We just did everything we 
could. 

Senator Haypen. That arose particularly in connection with the 
line that was going to go to the large Government installation, Lang- 
ley Field? 

Mr. Moore. That is right. 

Senator Haypen. That is different from all the others. 

Mr. Moore. Yes. 


KERR DAM-LANGLEY FIELD LINE 


After the last appropriation hearings, the committee will recall 
that Congress denied all proposals for line construction by South- 
eastern from the John H. Kerr project and withdrew the $1,850,000 
1951 supplemental defense appropriation previously approved for 


starting construction of a line from that project to Langley Field. 


CLARK HILL-GREEN WOOD LINE 


You recall you there had a situation quite similar in a way to the 
Clark Hill-Greenwood project, where there had been this appropria- 
tion authorized and SEPA proceeded to proceed with the construc- 
tion of the Langley Field line, and you Sound it was unwarranted, 
and you canceled the appropriation. 


DIRECTIVE BY COMMITTEE ON WHEELING CONTRACTS 


The committee reports for both the House and Senate strongly 
emphasized that negotiation of proper wheeling agreements for the 
transmission of project power to Southeastern’s preference customers 
was preferred to the Government’s embarking upon expensive con- 
struction of duplicating lines. Both Southeastern and the company 
were directed to “exhaust every possible effort to obtain proper wheel- 
ing agreements” (Senate committee report, p. 4) before use of Govern- 
ment funds for line construction was resorted to. In short, we were 
told to negotiate a wheeling agreement, and that is what we did. In 
response to the congressional directive, the representatives for South- 
eastern and the company engaged in long, hard, and earnest effort to 
negotiate such an agreement. The negotiations actually were begun 
in January of last year. Finally, by last November substantial agree- 
ment was reached on all major points and the Southeastern Adminis- 
trator so stated in a public statement. He made that statement, I 
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believe, before a group of cooperatives in Atlanta, where he said that 
the agreement was 99 and a fraction percent complete. 

We thought that, by successful resolution of the difficult issues, we 
had finally ‘settled this problem so that, on the views expressed in last 
year’s denial of transmission line appropriations, there would be no 
further proposal that Southeastern build lines from the Kerr Dam. 
The representatives for both parties had finally developed a com- 
aw agreement under which all of the surplus power generated at 

err Dam would be hauled by Virginia Electric & Power Co. away 
from the project and put to work where disposed of by Southeastern. 

You have before you a copy of the November 30, 1951, draft of this 
contract and we will be glad to file a copy for the record if the com- 
mittee so desires. It is long and complex, as you know. It involves 
a lot of engineering and technical matters. It is complete and was 
agreed upon as to all its major points by the negotiating teams of the 
two parties, but it has not received the final approval of Department 
of Interior for Southeastern Power Administration. 

I do not know whether you feel you want to have incorporated in 
the record a copy of this contract. 

Senator Haypen. We will take it for our files. It will not be 
printed in the record. 


PROPOSED CONTRACT PENDING 


Mr. Moore. The Department of the Interior neither approved nor 
disapproved the proposed contract. Instead, when the present ses- 
sion of Congress convened, the Department appeared through the 
Southeastern Power Administration before the House subcommittee 
with requests for funds sufficient to build as many miles of line from 
the Kerr Dam as funds had been requested for during the last session. 

We and other southeastern utilities appeared before the House sub- 
committee in opposition to the requested appropriations and the 
House eventually refused all funds requested for such line construc- 
tion. 

IT have here a copy of a little map that was filed with the request. 
As you will see from this little map that was filed in the justification, 
these lines all up here through Virginia cover practically the same 
territory and the same lines. 

Senator Haypen. They were all denied by the House except the 
Kerr? 

Mr. Moore. That is right. The significant thing is that after we 
had reached an agreement on what we thought were all substantial 
points before the Secretary would sign the agreement he apparently 
wanted to take another chance in trying to get appropriations for 
practically the same lines that the previous session of Congress had 
denied. 

Senator Ettenper. And it is still in his hands? 

Mr. Moore. The contract has not yet been signed. We have had 
two meetings during the last 2 days with Southeastern representa- 
tives, trying to work out these remaining relatively minor points. 
But I wanted you to particularly notice the attitude of the Secre- 
tary in requesting these lines in Virginia, notwithstanding the prac- 
tical agreements that had been reached. 

Senator Ertenper. It goes without saying that if the Congress 
would act favorably, he would not sign the contract. 
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KERR DAM-KINSTON LINE, NORTH CAROLINA 


Mr. Moore. You put your finger right on the point. Southeastern 
Power Administration has now “appeared before this committee with 
a request for funds to build only one of the lines for which funds were 
sought in the House, namely, the 130-mile line from Kerr Dam to 
Kinston, N.C. 

Senator Haypen. The other lines that were in the budget request 
of the House, there is no request before this committee for any restora- 
tion. The only restoration asked is Kerr to Kinston. 

Mr. Moore. That is right. He has abandoned the request for the 
other line. It seems evident, we believe, that between the time of 
Southeastern’s appearance before the House subcommittee and its 
appearance before this committee, which was just during the last few 
months, as you know, the Secretary of Interior must have decided 
that the contract which had been negotiated with Virginia Electric 
& Power Co., would adequately and satisfactor ily take care of South- 

eastern’s transmission requirement in Virginia and northeastern North 
Carolina areas. In fact, Mr. Leavy, the. Administrator, has already 
made substantially that statement before the committee. 


STATUS OF CONTRACT CITED FROM HOUSE HEARINGS 


You probably will be interested in this extract of his statement be- 
fore the House committee. He says: 

Before I outline our construction request for you, I should like to explain the 
status of our negotiations for wheeling and firming contract with Virginia Electric 
& Power Co. We consider it one of the Southeastern’s major accomplishments 
since we appeared before you last year. We have been successful in reaching an 
agreement with the Virginia company on the essential provisions for a contract 
to provide power from the Kerr project to preference customers in the company’s 
service area in Virginia and North Carolina. This contract will adequately 
safeguard the entitlement under the law of preferred agencies. At the same 
time it will provide the necessary wheeling and firming services essential to 
assure an economical operation of the project from the Government standpoint. 
Only a few minor technical details remain to be resolved with the company be- 
fore the document is signed. We have every reason to believe that this execu- 
tion can be within the next few weeks. 

Senator Ettenper. Are you familiar with the proposals that were 
made by the other companies in that area for wheeling this power ? 

Mr. Moore. f sral way, Senator. 

Mr. Moore. In a general way, Senator 

Senator Ex.enper. Do they differ very much from the proposals 
you made? 

Mr. Moore. Yes; they do. I will go into that in a moment. 

Senator Exrenper. I would like to get that. 

Mr. Moore. Yes. 


PROVISIONS OF CONTRACT 


Under the circumstances, we believe that this committee would de- 
sire a résumé of the major proisions of this contract, and a brief de- 
scription of how they became what they were. We understood that 
the chairman or some member of the committee had suggested that 
they would like for that résumé from our standpoint to be put in the 
record. I will try to make it as brief as I can, and in very simple 
nontechnical language. 
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GOVERNMENT CUSTOMERS TO BE SERVICED BY COMPANY 


The first major feature of this contract, as the committee will recall, 
which was so controversial, as now negotiated is that the company 
agrees to sell to the Government area-wide transmission service. It 
further agrees with the Government to sell to the Government for 
delivery to the Government’s customers firming steam energy from 
the company’s plants and agrees with the Government to give up to 
the Government, at its request, when concurred in by the customer con- 
cerned, any preference customer now served by the company with 
whom the Government contracts. A preference customer is, in gen- 
eral, any public agency or cooperative. 

One of the major differences is right there, Senator. We finally 
agreed in order to try to resolve the matter to give up any of these 
preference customers if the customer so desired, whereas we under- 
stand that some of the other companies have been unwilling to do 
that. 

Senator Eirtenper. To give up their customers? 

Mr. Moore. That is right. They desire to purchase the power and 
transmit, but keep the customer. That has been a crucial point. I 
do not mean to say that is the whole difference, but that is one of the 
big differences. 

We do not oppose before this committee this principle of surrender 
of the customer to the Government, because we have negotiated a 
contract embodying that principle, and we are willing to carry it out. 
We say to the committee that, as negotiated, the contract does he com- 
plete job of disposing of Kerr project power allocated to the Vir- 
ginia area. We do think we should also state to the committee, how- 
ever, the fact that the complete job can be done on a different basis, and 
this has reference particularly to not only our company, but these 
other companies in the Southeast. Provided the wheeling charge, 
whoever pays it, the Government or the customer, is at a proper rate 
and providing the firming steam energy, whoever buys it and pays 
for it, Government or customer, is bought at a proper price solely 
for firming energy, exclusive of any capacity charge, the resulting 
disposition of the Government power fully conforms to the statutory 
preference and the statutory marketing standards. Such an arrange- 
ment gives adequate value to the Government’s power as peak-load 
capacity requiring steam support only at times when the utility sys- 
tem’s steam generating facilities are not fully loaded. If these results 
were reached on the basis which Southeastern rejects, that is, com- 
pany’s retention of the customer, Interior Department’s activities 
would remain within the statutory scheme of disposing of surplus 
flood-control project power. 

On that basis, the Department would abstain from engaging gener- 
ally in buying and selling steam energy and from the general use of 
transmission and other utility system facilities. It is for Congress 
to say whether the Interior Department’s power disposition contracts 
should be on that basis or on the basis of such a contract as has now 
— negotiated between Southeastern and Virginia Electric & Power 

AO. 

Senator Haypen. Asa laywer, you are of the opinion that the object 
and purpose, in fact the letter of the Federal Power Act, that is, the 
Flood Control Act, be carried out under either system ? 
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Mr: Moore. We are satisfied that is so. I have no doubt in the 
world in my mind that isso. We found in our company that is right, 
with so great a Congress appropriating money for these lines that we 
felt sure that if the money was ever appropriated, that then we would 
never reach an agreement, that we finally yielded on this point. It was 
sort of a blood-joining affair. 

Senator Haypen. In the end, as far as the consumer is concerned, 
whether it be REA or a citizen living in a town supplied by a munici- 
pality, he would get the power at about the same cheap rate 4 

Mr. Moore. That i is right. It is a matter of policy as to whether or 
not Southeastern is to be permitted to insist on carrying out its method 
of handling the matter, or whether it will be allowed to carry out that 
point. 

Senator Evtenper. Insofar as the advantage to the consumer is con- 
cerned, you see very little difference ¢ 

Mr. Moore. I see no difference. Certainly it is not necessary that 
there be any difference. 

Senator E.tenpver. Under that contract what percentage of your 
customers are affected ¢ 


ALLOCATION OF POWER 


Mr. Moore. Under this contract, as I am going to show you in a 
moment, it is estimated that there is on 000-kilowatt capacity at the 
Buggs Island or Kerr Dam. The contracts as I am going to show 
you that we have agreed on provide that there shall be allocated to the 
Virginia company’s area two-thirds of that amount, or about 123,000 


kilowatts. That is subject to be based on actual orate lence whether 


they find they have 185,000. You cannot tell until you have some 
experience. ‘The Government. reserves 60,000 for these preferred 
customers, and we agreed to wheel that if they want that power. That 
leaves about 60,000 that the company buys directly. 

Then there is another kind of power that is not exactly depend- 
able power, and neither is it ordinary dump power, and we agreed 
to buy that. So that the reserve of 60,000 for the preferred customers, 
which will be as much as the cooperatives will require, is the critical 
point. 

POWER DELIVERY POINT 


The second major feature of our contract, as you gentlemen will 
recall, I am sure, was determination of the point at which the Gov- 
ernment power would be delivered to company lines. You recall 
your comment, Senator, at the last hearing, you did not particu- 
larly like this business of delivery at the project, ‘but we finally worked 
that out. The fixed position of Southeastern was that it would exe- 
cute a contract for wheeling of its power only from the ends of 
Government lines, which Southeastern, regardless of contract, in- 
sisted that it must build out from the project to load centers which 
the Secretary selected. The company insisted that, since it would 
have to provide the same area-wide network service from the ends 
of the load-center lines as from the project, those lines could not 
reduce the wheeling charge and would simply be an addition to 
Southeastern’s total transmission cost. 
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In the disagreement upon the wheeling charge, Southeastern al- 
ways insisted that it would—and this is very significant—pay the 
same charge whether or not it built Government lines to load cen- 
ters it selected. Finally, after the action of Congress on the 1952 
budget, in which this impasse between us was fully discussed before 
your committee, Southeastern abandoned its position on this point. 
The negotiated contract provides for wheeling from the project. 


WHEELING CHARGE 


The third major feature is the amount of the wheeling charge. 
You recall that was one of the big questions. The company’s posi- 
tion was that its offered rate of 2 mills per kilowatt-hour of gradu- 
ated zone rate averaging about that figure was the least that should 
be charged, because that approximated the company’s own average 
transmission costs, without even considering the additional cost of 
low-voltage deliveries to be supplied by the company to many of its 
cooperatives. Southeastern on its part stood upon a flat 1-mill offer 
for area-wide wheeling, regardless of anything else. They just 
would not pay over 1 mill. That was regardless of anything. They 
agreed to pay that 1 mill even though they had built out to load 
centers. 

The wheeling charge was one of the last points to be settled. The 
contract specifies a charge of 1 mill for area-wide transmission up to 
100 miles from the project, and 134 mills beyond that distance up to 
150 miles. It is estimated it will work out on the average of 1.375 
mills. 

The fourth major feature, the matter of supply of firming steam 
energy, was never any great issue. The company was willing to sup- 
ply such ener gy from the beginning of the negotiations. The price 
to be paid for “such ener gy. however, was a matter of prolonged nego- 
tiation. It was finally “settled at the average production cost plus 
one-half a mill per kilowatt-hour for on- -peak energy and at bare 
average fuel cost for off-peak energy. 


SALE OF POWER TO COMPANY 


One other major point, the fifth major feature of the contract, which 
has not been a great issue between the parties, but which is vitally 
important to the success of Southeastern in marketing power to prefer- 
ence customers, is the sale of a portion of the Kerr power by South- 
eastern under the contract to the company itself. The amount to be 
sold has not been any issue, as that was in the discretion of South- 
eastern. The price has not been in itself an issue of great difficulty, 
because the parties have been governed by the standard provided by 
law that the power must be sold at such a figure as will return the 
project power costs. Difficulty as to price has been encountered only 
in determining the price for the kind of power within those varying 
conditions within which a hydro project may be operated. The main 
features of these problems have been settled and are well on their 
way to complete determination. Southeastern elected to dispose of 
two-thirds of the project power in this company’s service area. The 
dependable capacity of the project is considered to be 185,000 kilo- 
watts, which means that approximately 123,000 kilowatts are disposed 
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of under this contract. Of this amount, approximately one-half will 
be reserved under the contract for wheeling to the Government’s 
preference customers. As I said, the cooperatives that they elect 
will use nearly all of that. The unused power in the bloc will be 
bought by the company. The company sles buys the remainder of 
this 123,000 kilowatts of dependable capacity and two-thirds of such 
secondary capacity as may be available in usable form. 

Those are the big issues. Of course, there are a lot of minor issues. 
However, we are in ) agreement on all of those, we think. 

I now turn, may it "please the committee, to the limited purpose for 
which I am here today, aside from explaining the contract. That is 
opposition to the request which Southeastern still makes for funds 
to construct this one line from the Kerr project, the one which would 
lead southeasterly into North Carolina to Rocky Mount, thence to 
Goldsboro and Kinston. The budget estimate is $4,933, 000, as the 
total cost. The budget request now for this year is $450, 000. That 
is the specific thing we want to object to as strongly as we know how. 

Under this request for restoration of funds denied by the House, 
Southeastern proposes to construct one line from the Kerr project 
extending south to Kinston, N. C. The map which you have before 
you, if you kindly look at that map, shows this proposed line in orange 
color. "You see the dotted line is the service area of the Virginia 
Electric & Power Co. 

Senator Ettenper. That is your domain. 

Mr. Moore. I would not like to call it our domain. It is our area 
in which to serve. 

Senator Eiitenper. Yes, I understand. 


TRANSMISSION LINES 


Mr. Moore. It also shows in green two additional 110,000-volt lines 
which are to be built by the private utility companies, one from the 
Kerr Dam to Roanoke Rapids, and the other from the Kerr Dam to 
Henderson, both in North Carolina, to assure adequate transmission 

capacity from the Kerr Dam’s maximum output. 

Now, it would appear at first glance that we would have relatively 
slight interest in that matter, but as I hope I can show you, we have 
great interest. You see in our service area, there is only a short piece 
of the line that is strictly in our area. As you will notice, it runs 
almost right parallel with our service area just a very short distance 
away. 

No line to Kinston is needed to deliver Kerr Dam power to Caro- 
lina Power & Light Co. since under its contract with SEPA VEPCO 
agrees to deliver into the Carolina system all of that one-third of the 
project power allocated by Southeastern to the Carolina area. If 
Southeastern so contracts with Carolina, such Kerr power may be 
delivered to preference customers through the Carolina company’s 
system over a much greater area than could be served by the proposed 
Kinston line. 

This conclusion is not a mere generality from the map. Engineer- 
ing studies that our company has carried out on the AC calculating 
board in the laboratories of the Westinghouse Electric Co. at Pitts- 
burgh have shown conclusively that the existing transmission system 
of the Vir ginia company and the Carolina company, together with the 
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additions to be constructed by the Virginia company from the Kerr 
Dam east to the Roanoke Rapids, and from Kerr Dam south to the 
Carolina company, will have more than enough capacity to transmit 
the maximum amount of power which Southeastern plans to dispose 
of in the Virginia area, and simultaneously, the maximum amount of 
power which Southeastern proposes to dispose of in the Carolina, area. 
These studies have also shown that under these conditions there would 
be a substantial amount of unused capacity in the transmission line 
between Roanoke Rapids and Goldsboro. 

The studies have further shown that if Southeastern’s proposed line 
from Buggs Island to Goldsboro were constructed and it were tied into 
the Carolina system at Goldsboro, the line would never carry much 
power to the South, and that in fact the line would frequently carry 
power back toward Buggs Island from the Carolina company’s large 
steam power station at Goldsboro. 

The only condition which may be assumed under which this pro- 
posed line would serve any purpose is that Southeastern did not nego- 
tiate a contract with the Carolina company. Even if this condition 
arose, one thing is a certainty, and that is that the first 50 miles of the 
proposed line, from the project to Rocky Mount, could serve no useful 
purpose since without construction of any additional line, VEPCO 
could deliver to Southeastern at a point just north of Battleboro, all 
power available from the project for the North Carolina area. 


PREFERENCE CUSTOMERS 


As to the preferred customers who might be served in the area 


traversed by this 50-mile segment of the line, it would reach only one 
delivery point of one cooperative having two delivery points, one of 
which the Carolina company now serves and the other is served by 
the Virginia company. 

In other words, in that 50-mile reach there is only one cooperative 
that could be affected. The Virginia company serves one so they 
would be wheeling. under our contract for that. The other is served 
by the Carolina company. The delivery points of the only two other 
cooperatives in the area traversed are now reached by the Virginia 
company system and could therefore be supplied with Kerr Dam 
power under the VEPCO contract. There are no municipal systems 
in the area traversed by this segment of the line. Thus no electrical 
purpose and no area service, except at the one delivery point served 
by the Carolina company, would be fulfilled by this stretch of line. 
So there is no possible argument we believe for that 50-mile stretch. 


OPERATION AND MAINTENANCE 


Now I want to turn for just a moment to another feature of the 
appropriation request and that is an appropriation for operation 
and maintenance as to the purchase of power and rental of facilities. 
The request is for $496,000. 

If the committee should favor appropriating funds with which 
Southeastern would pay in cash for wheeling and firming service, the 
appropriation should not be described so broadly as it is in the South- 
eastern budget justification by the term “rental of facilities.” This 
description could permit such abuses of the funds as the Interior acqui- 
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sition in the Southwest of REA transmission lines which Congress 
denied Interior itself. If granted, the appropriation should be more 
definitely earmarked as one for “purchase of firming electric energy 
and transmission service.” 

Such an appropriation is necessary, we concede, to carry out the 
presently negotiated wheeling and firming contract. That contract 
requires cash payment for wheeling and firming because Southeastern 
insisted that it be made on that basis. The company urged that these 
payments be made in project power, but Southeastern refused to 
negotiate on that basis. We do not oppose the appropriation 

enator Exzenper. Was that at full capacity ? 

Mr. Moore. That is right. 

We do not oppose the appropriation for payment in cash because we 
have negotiated on that basis at Southeastern’s insistence, but we 
should state that the contract can, of course, be on a different basis. 
The payments for transmission—we are putting this in to be sure 
that you gentlemen understand the two sides of this thing, particu- 
larly from the standpoint of some of these other companies. 


REVOLVING FUND 


Senator Ettenper. Would this be in the nature of a revolving fund ? 

Mr. Moore. The request as it is now is not for a revolving fund. 

Senator ELtenper. Would the Congress have to appropriate for it 
yearly ? 

Mr. Moore. As it is set up, it would. 

Senator ELLtenpER. Who would pay for that, the taxpayers ? 

Mr. Moors. No; they would plan, I assume, on using revenues from 
the project. 

Senator Eitenper. This money would not be appropriated from 
the Treasury ? 

Mr. Moorg. It is an appropriation from the Treasury, but in prac- 
tical effect, I am presuming that they would treat it 

Senator Exitenper. The idea would be, I suppose, to deposit pro- 
ceeds they collect back into the Treasury to offset what they get from 
the Treasury ¢ 

Mr. Moore. That is the way they would argue. They would argue 
that it does not work in the same way as a revolving fund does. The 
last session of Congress granted them a revolving fund of $50,000, 
eae atrue revolving fund. This is a request for an appropriation 
as such. 

Senator ELxenper. In what other manner could it be handled ? 

Mr. Moore. It could be handled by them giving us a certain amount 
of power in exchange or in payment for the wheeling services, and in 
exchange for the power we would be selling them for firming. 

Senator ELLenper. As a mater of fact, that really is what is hap- 
pening ? 

Mr. Moore. That is the way it ought to work, and that is the way 
the private companies ordinarily deal with this kind of situation. 
But of course the Southeastern has their own view as to the policy 
involved. They feel—I don’t suppose I should try to put words in 
their mouths, but I will say this. 

Senator ELtenper. They can take care of themselves. 
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Mr. Moore. Yes; I think they can. They evidently feel they are 
more free to deal with their power in their own way if they can pay 
‘ash for the wheeling service and the purchase of steam power, that 
is, firming energy, which is estimated to run about $500,000 a year 
for an average year, and then they are more free to deal with their 
power. They have more power to sell, don’t you see. It is just a 
matter of policy on their part. 

So I say that while we did not oppose the appropriation in any way, 
because we finally agreed that they could handle it on that. basis. 

Senator Exrenper. You see no nec essity ? 

Mr. Moore. There is no necessity whatsover for it. The payment 
for transmission service and firming energy can be made to the com- 
pany by power. 

Senator ELtitenper. That is a pretty good medium of exchange. It 
might be better than our dollars of today. 

Mr. Moore. That is right, but they would have less power to shop 
around, or they can be made by customers directly to the company. 
If payments were made in power by Southeastern or if payment for 
wheeling service or firming energy were made directly to the company 
by the customers, we feel that Southeastern would be functioning 
within its purpose of disposing of surplus power incident. to flood 
control. 

TRANSMISSION-LINE CONSTRUCTION 


In conclusion, let me urge you that all of Southeastern’s transmis- 
sion-line construction proposals, those for the line from the Kerr 
project—and here I am getting just a bit out of our territory, but I 


feel it is fair to point out to you that the same thing is true for lines 
from Clark Hill and lines from Jim Woodruff, fit into the design and 
purpose of establishing a Federal power system in the Southeast 
which would enable the Interior Department to distribute electricity 
in that area in competition with private utility companies. 

That purpose goes beyond the authorization of any appropriation 
granted by Congress to the Department. That purpose asks for a 
legislative decision which cannot properly be made in the purely budg- 
etary matters which alone should be brought before an appropriations 
committee, as we understand it. In section 5 of the Flood Control Act 
of 1944, the Secretary of the Interior is authorized to construct or 
acquire only such facilities as are necessary to dispose of the surplus 
power from constructed Federal projects on the standards provided in 
the act. The lines here proposed go entirely beyond the needs of dis- 
posing of the power from Kerr, Clark Hill, and Jim Woodruff proj- 
ects, and they obviously constitute the foundation for an area-wide 
power system for distributing public power from future projects which 
Congress has not yet authorized. 

The intent to create such a future system is seen clearly in South- 

eastern’s concept of an interbasin tie of 230,000 volts, to which “Mr. 
Leavy referred in his recent testimony before the House committee. 
It is seen conspicuously i in the determined effort by the Department of 
Interior over the past 3 years to prevent the Virginia company from 
developing the hydroelectric power project at Roanoke Rapids on the 
Roanoke River, where the Department seeks to hold the potential 
power site as a Federal preserve for ultimate development of Federal! 
power to be marketed by Interior as part of its system. As you know, 
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there has never been a dollar appropriated for any such development 
by the Federal Government there. 

It is seen in the contentions made by Interior in the Roanoke Rapids 

case where a claim of responsibility far in excess of the statutory re- 
sponmibility to dispose of surplus power from constructed projects was 
asserted—that is, they claim the responsibility of providing future 
power supply to take care of all future needs of preference customers, 
instead of selling surplus power from existing projects. 

It is seen on the frank characterization by ‘the Interior Department 
of its own view of its function as that of a competitor with the power 
companies. 

I will not go baek and quote you from what Mr. Sutton referred to, 
but it is very striking how in the circuit court of appeals the Secretary 
finally came out and said, “Yes, I have a sti inding before this court 
because I am a competitor,” and then in his position for certiorari in 
the Supreme Court a few days ago he expatiated further on that sub- 
ject. Because the circuit court held he had no more standing to be in 
the litigation than the Postmaster General, he said, “I have a standing 
at long | last because I come out and say Iam an open competitor, and a 
competitor has a standing.” So far as we know that is the first time 
he has ever boldly taken that stand. 


AUTHORIZATION 


Interior Department’s disposition of power produced at Federal’ 
multiple-purpose projects has far outgrown its origin as a byproduct 
incidental to improvement of navigation. It has far outgrown flood 


control. Now it would far outgrow its statutory function of disposi- 
tion of surplus power from authorized projects. It would take on all 
the responsibilities and functions of a competing public utility system. 
That is clearly the purpose of Southeastern’s present proposal for con- 
struction of Federal transmission in this area. 

I respectfully urge that the proposals go far beyond the legislative 
purposes sane tioned by section 5 of the act t and should not be : approved. 

In conclusion let me say that while we have finally reached substan- 
tial agreement and the Interior Department has abandoned its request 
for the Virginia line, it is perfectly plain to us that they have by no 
means given up one iota of their scheme and their plan for undertaking 
to build this tremendous public power system, competing with all 
these companies in the area, and therefore we are vitally concerned, 
the Virginia Electric & Power Co., that there should be a confirmation 
by this committee of what the House committee did and what the 
House has done in denying any appropriation for this line from Buggs 
Island or Kerr Dam down to Kinston. There is no justification for it. 
While it is beyond our area, we feel we have the right and the duty also. 
to point out that the same considerations apply for this line from Clark 
Hill Dam to Greenwood. You have almost a parallel situation there, 
gentlemen, to what you had with Langley Field. We think that it is 
clear that the same course of action should be taken there, that the 
appropriation should be rescinded. It is just a part of this plan to. 
build up this huge system and it should not be helped in any way. 

Senator Haypen. Thank you, sir. 

Mr. Moore. Thank you, sir. 


98400—52——_74 
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PROPORTION OF CO-OP TO VEPCO CUSTOMERS 


My associate, Mr. Carey, indicated, Senator Ellender, that you asked 
a question I did not fully catch about the number of customers. I 
have this notation. The co-ops have 60,000 customers or something less 
than 10 percent of VEPCO’s number of customers. Did you have that 
in mind? 

Senator ELtitenper. Yes; the proportion. 

Mr. Moore. That is right. The cooperatives have 60,000 customers, 
while VEPCO has something over 500,000 customers. 

If there are any other questions, I will be glad to answer them. 

Senator Haypren. Thank you, sir. 

Mr. Moore. Thank you, Mr. Chairman. 

Senator Haypen. We will reconvene at 10 o’clock tomorrow 
morning. 

(At 1:10 p. m., Monday, May 12, 1952, a recess was taken until 
Tuesday, May 13, 1952, at 10 a. m.) 





